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SECURED PROMISSORY NOTE

$840,000.00 dated as of 8*/
SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC., an Arizona'corporation

, for value received, hereby promises to pay, without setof f , deduction,
recoupment or counterclaim, to the order of NATIONAL RURAL UTILITIES COOPERATIVE
FINANCE CORPORATION (the "Payee"), at its office in Hemdon, Virginia office or such other
location at its office in Hemdon, Virginia or such other location as the Payee may designate to
the Borrower, in lawful money of the United States, the principal sum of EIGHT HUNDRED
FORTY THOUSAND AND 00/100 DOLLARS ($840,000.00), or such lesser sum of  the
aggregate unpaid principal amount of all advances made by the Payee pursuant to that certain
Loan Agreement dated as of even date herewith between the Borrower and the Payee, as it
may be amended from time to time (herein called the "Loan Agreement"), and to pay interest on
all amounts remaining unpaid hereunder from the date of each advance in like money, at said
oNce, at the rate and in amounts and payable on the dates provided in the Loan Agreement
together with any other amount payable under the Loan Agreement. If not sooner paid, any
balance cf the principal amount and interest accrued thereon shall be due and payable on the
Maturity Date

(the "Borrower")

This Note is secured under a Restated Mortgage and Security Agreement, dated of
December 6, 2007 between the Borrower and the Payee, as it may have been or shall be
supplemented, amended, consolidated or restated from time to time ("Mortgage"). This Note is
one of the Notes referred to in, and has been executed and delivered pursuant to, the Loan
Agreement

The principal hereof and interest accrued thereon and any other amount due under the
Loan Agreement may be declared to be forthwith due and payable in the manner, upon the
conditions, and with the effect provided in the Mortgage or the Loan Agreement

The Borrower waives demand, presentment for payment, notice of dishonor, protest
notice of protest, and notice of non-payment of this Note

IN WITNESS WHEREOF the Borrower has caused this Note to be signed in its corporate
name and its corporate seal to be hereunto affixed and to be attested by its duly authorized
'~**icer$, all as of the day and year ft . above written

SULPHUR SPRINGS VALLEY
ELECTRIC COOPERATIVE. INC

(SEAL)
By

Title

0H&MWW. HUBEH
CHIEF EXECUTIVE oFFlcEFt

LoanNo. AZ014-A-9031-CB001

Attest

CFC NOTE
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116028-2



PROJECT AGREEMENT

OF

SULPHUR SPRINGSVALLEYELECTRIC COOPERATIVE,hoc. (THE"BORROWER")

DATED: as of I9/9/9607
The undersigned is a duly qualified officer of the Borrower named above and, as such

officer, is familiar with (i) the properties, affairs and records of the Borrower, (ii) the issuance of
the Securities (as hereinatier defined) and the use of the proceeds thereof as it relates to the
Borrower and (iii) the Project, as hereinafter defined

In connection with the issuance of the Clean Renewable Energy Bonds (Cooperative
RenewableEnergyProjects)Series2008A (the "Securities "),being issued by the National Rural
Utilities Cooperative Finance Corporation (the "Issuer"), the undersigned hereby certifies and
covenants regarding the use of the proceeds of the Securities advanced to the Borrower, as
follows

General

1.1 This Project Agreement is made pursuant to Section 54 of the Internal Revenue
Code of 1986, as amended (the "Code"), and any United States Treasury
regulations and other guidance thereunder to make the certifications required by
Section 54 of the Code and any United Stares Treasury regulations and other
guidance thereunder and to establish the reasonable expectations of the Borrower
with respect to the amount and use of amounts to be advanced to the Borrower
pursuant to the Loan Agreement dated as of even date herewith between the
Issuer and the Borrower (the "Loan Agreement "). Capitalized terms used herein
are deNnedwhere they first appear or are defined inExhibit A attachedhereto

1.2 This Project Agreement is based on facts and estimates in existence on the date
hereof and the continued veracity of these facts and estimates as of the date that
the Securities are issued (the "Closing") will be confirmed by the Borrower on
the date of Closing, and on the basis of such facts and estimates, the Borrower
expects that the events described herein will occur. To the best of the
undersigned's knowledge, information, and belief; the expectations contained in
this Project Agreement are reasonable

1.3 The Borrower is a Qualifled Borrower, as de'dned inExhibit A, and is responsible
for the acquiring/constmcting/equipping of the Project (defined below). The
undersigned has reviewed this Project Agreement, as well as the provisions of
Section 54 of the Code and any United States Treasury regulations and other

CFC DOC
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guidance thereunder, with its own legal counsel and understands and is familiar
with this Project Agreement and the provisions of Section 54 and any United
States Treasury regulations and other guidance thereunder. The Borrower will
comply in all respects with the provisions of Section 54 and any United States
Treasury regulations and other guidance thereunder

1.4 The Borrower agrees to keep and retain or cause to be kept and retained sufficient
records to demonstrate compliance with the covenants in this Project Agreement
Such records shall include, but are not limited to, basic records relating to the
issuance of the Securities (including this Project Agreement and the inducement
resolution as described in Section 3.3 hereof), documentation evidencing the
expenditure of  amounts advanced to the Borrower pursuant to the Loan
Agreement, documentation evidencing the use of property financed with amounts
advanced to the Borrower pursuant to the Loan Agreement, and documentation
evidencing all sources of payment or security maintained by the Borrower for
amounts advanced to the Borrower pursuant to the Loan Agreement. Such
records shall be kept until the date three(3) years after the CREB Maturity Date.

1.5 Neither the Borrower nor any Related Person (as defined in Exhibit A) to the
Borrower will purchase any Securities.

Qualified Project.

2.1 The Loan Agreement requires the amounts advanced thereunder to be used for
facilities to be owned by the Borrower, described in more detail in Section 2.2
hereof and in ExhibitB attached hereto as the "Updated Description of the
Project" (the "Project "). The Project was originally described in an exhibit to the
Application for National Clean Renewable Energy Bond Limitation submitted to
the Internal Revenue Service by the Issuer in support of the national clean
renewable energy bond allocation received by the Issuer, which "Original
Description of the Project" is attached hereto as Exhibit C.

2.2 The Project is a Solar Energy Facility (the "Qualyying Facility"), as defined in
Exhibit A and property functionally related and subordinate thereto, as further
described in Exhibit B, attached hereto.

3. Clean Renewable Energv Bonds Qualification.

3.1 At least 95 percent of the proceeds advanced to the Borrower pursuant to the Loan
Agreement will be used by the Borrower for capita] expenditures with respect to
the Project. None of the proceeds of the Loan (as defined in the Loan Agreement)
will be paid to the Issuer, the Borrower or any Related Person to the Issuer or the
Borrower, except for amounts paid to the Borrower to reimburse the Borrower for
actual and direct expenditures relating to the Project paid by the Borrower to
persons other than the Issuer, the Borrower or any Related Person to the Issuer or
the Borrower.

CFC DOC
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3.2 The Borrower has incurred or will, within six months of the Closing Date, incur a
substantial binding obligation (not subject to contingencies within the control of
the Issuer, the Borrower or any Related Person to either of them) to a third party
to expend at least ten percent of the Loan Amount (i.e. the total amount to be
advanced to the Borrower pursuant to the Loan Agreement). It is expected that
the work of acquiring/constructing/equipping the Project and the expenditure of
the Loan Amount will proceed with due diligence through July 28, 2008, at which
time it is anticipated that the Loan Amount will have been spent in its entirety
The Borrower acknowledges that, to the extent that less than 95 percent of the
Loan Amount is expended by a date five years from the date of issuance of the
Securities, the Borrower will be required to prepay its Loan in an amount, and the
Issuer will redeem Securities at the end of such five-year period in an amount
necessary to maintain the tax credit with respect to the Securities, unless
otherwise permitted by Section 6.5 hereof.

It is expected that all amounts advanced to the Borrower under the Loan
Agreement will be spent to pay costs of the Project in accordance with the
estimated periodic drawdown schedule contained in Exhibit D, attached hereto
The assumptions set forth in this Section 3.2 and on Exhibit D, attached hereto
represent the Borrower's best estimate, as of this date, of the periodic drawdown
schedule of the Loan Amount

3.3 The Borrower may use amounts advanced to the Borrower under the Loan
Agreement to reimburse itself for expenditures paid prior to the date of issuance
of the Securities. The Borrower shall reimburse itself for expenditures paid prior
to the date of issuance of the Securities only if such expenditure was paid after the
Borrower adopted an inducement resolution, and the expenditure is described in
such inducement resolution

The Borrower shall use proceeds of the Loan to reimburse itself for
expenditures paid prior to the date the Securities were issued only if such
reimbursement is made within eighteen months after the later of (i) the date
the expenditure is paid or (ii) the date the Project is placed in service, but in
no event later than three years after the date the original expenditure was
paid

Except for any reimbursement allowed under this Section 3.3, no portion of the
proceeds advanced to the Borrower will be used to pay for expenditures relating
to acquiring existing facilities (as contrasted with costs of enhancements, repair or
rehabilitation of existing facilities)

3.4 Neither the Project nor any portion thereof has been, is expected to be, or will be
sold or otherwise disposed of, in whole or in part, prior to the last maturity date of
the Securities
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AZ014-A-9031 -CB001 (JABLONJ)
117025-1

I I'll

nu l



I

3.5 The Borrower has entered into the Loan Agreement of even date hereof under
which it is committed to borrow $840,000 from the Issuer of the Securities and
the Borrower reasonably expects to borrow and expend the full amount of such
commitment

3.6 At least 75% of the Loan Amount is expected to be used for Construction
Purposes.

I

3.7 The Borrower will not use proceeds of the Loan (i) to pre-pay for goods or
services to be received over a period of years prior to the date such goods or
services are to be received, or (ii) to pay for or otherwise acquire goods or
services from an Affiliated Person, as defined inExhibit A.

3.8 The Borrower shall at all times be a Qualified Borrower.

Remedial Action.

4.1 The Borrower agrees to operate the Project as a Qualifying Facility.

The Borrower acknowledges that if property f inanced with proceeds of the
Securities advanced to the Borrower is operated in a manner other than as a
Qualifying Facility such operation may constitute a "deliberate action" that may
require remedial actions to prevent the tax credit being produced by the Securities
from being disallowed.

The Borrower shall promptly contact the Issuer as provided in Section 6.3 hereof
if it considers operating property financed with proceeds of the Loan other than as
a Qualifying Facility.

4.2 The Borrower acknowledges that if property financed with proceeds of the Loan
is sold or otherwise disposed of in a manner contrary to the provisions of
Section 3.4 hereof, such sale or disposition may constitute a "deliberate action"
that may require remedial actions to prevent the tax credit being produced by the
Securities from being disallowed. If the Borrower considers the sale or other
disposition of property financed with proceeds of the Loan, it shall promptly
contact the Issuer, in the manner set forth in Section 6.3 hereoii

5. Funds and Accounts. Investments.

5.1 Alter the issuance of the Securities, neither the Borrower nor any Related Person
to the Borrower has or will have any property, including cash, securities or any
other property held as a passive vehicle for the production of income or for
investment purposes, that constitutes:

( i ) amounts that have a sufficiently direct nexus to the Securities or to
the governmental purpose of the Securities to conclude that the amounts would

CFC DOC
AZ014~A-9031 -CB001 (JABLONJ )
117025-1

4.

l u l H l

I



have been used for that governmental purpose if the Securities were not used or to
be used for that governmental purpose (the mere availability or preliminary
earmarking of such amounts for a governmental purpose, however, does not itself

establish such a sufficient nexus)

(ii) amounts in a debt service fund, redemption fund, reserve fund
replacement fund or any similar fund to the extent reasonably expected to be used
directly or indirectly to pay principal of or interest on the Securities or any
amounts for which there is provided, directly or indirectly, a reasonable assurance
that the amount will be available to pay principal of or interest on the Securities or
any credit enhancement or liquidity device with respect to the Securities, even if
the Issuer, the Borrower or any Related Person to either of them encounter
financial difficulties: or

(i i i ) any amounts held pursuant to any agreement (such as an agreement
to maintain certain levels of types of assets) made for the benefit of the holders of
the Securities or any credit enhancement provider, including any liquidity device
or negative pledge (e.g., any amount pledged to pay principal of or interest on an
issue held under an agreement to maintain the amount at a particular level for the
direct or indirect benefit of holders of die Securities or a guarantor of the
Securities)

No compensating balance, liquidity account, negative pledge of property held for
investment purposes required to be maintained at least at a particular level or
similar arrangement exists with respect to, in any way, the Securities or any credit

enhancement or liquidity device related to the Securities

5.2 During the acquiring/constructing/equipping of the Project, the Borrower will
only draw down amounts from the Issuer for capital expenditures already paid by
the Borrower

5.3 Neither the Borrower nor any Related Person to the Borrower will enter into any
hedge (e.g., an interest rate swap, interest rate cap, futures contract, forward
contract or an option) with respect to the Loan or the Securities

5.4 All property subject to the Mortgage is and will be used by the Borrower in the
conduct of its trade or business. The Borrower reasonably expects to repay the
Loan from current operating revenues. The Mortgage does not require that cash
securities, obligations, annuity contracts or other property held principally as a
passive vehicle for the production of income be maintained, individually or
collectively, at any particular level

Miscellaneous

6.1 This Project Agreement shall be governed by and construed in accordance with
the laws of the Commonwealth of Virginia

AZ014-A-9031-CB001 (JABLONJ)



6.2 Prior to the date 15 days before the Securities were sold, neither the Borrower nor
any Related Person to the Borrower has sold or delivered any obligations that are
reasonably expected to be paid out of substantially the same source of funds as the
Securities. Neither the Borrower nor any Related Person to the Borrower will sell
or deliver within 15 days after the date hereof any obligations that are reasonably
expected to be paid out of substantially the same source of funds as the Securities

6.3 All notices provided for herein shall be given or made in writing (including
without limitation, by telecopy) and delivered to the Issuer at the "Address for
Notices" specified below. All such communications shall be deemed to have
been duly given (i) when personally delivered including, without limitation, by
overnight mail or courier service, (ii) in the case of notice by United States mail,
certified or registered, postage prepaid, return receipt requested, upon receipt
thereof; or (iii) in the case of notice by telecopy, upon transmission thereof
provided such transmission is promptly confirmed by either of the methods set
forth in clauses (i) or (ii) above in each case given or addressed as provided for
herein. The Address for Notices of the Issuer is as follows:

National RuralUtilities Cooperative Finance Corporation
2201 Cooperative Way
Herndon, Virginia 20171 -3025
Attention: Senior Vice President - Member Services
Fax #703-709-6776

6.4 The Borrower represents that it has not been contacted by the Internal Revenue
Service or any issuer of bonds, the proceeds of which were loaned to the
Borrower regarding any examination of any tax exempt bonds issued for the
benefit of the Borrower. To the best of the knowledge of the Borrower, no such
obligations of the Borrower are currently ,under examination by the Internal
Revenue Service.

6.5 Any restriction or covenant contained herein need not be observed or may be
changed if such nonobservance or change will not result in die loss of any tax
credit under Section 54 of the Code for the purpose of federal income taxation to
which the Securities is otherwise entitled and the Borrower receives an opinion of
Bond Counsel to such effect and the Issuer agrees to such nonobservance or
change.

6.6 If any clause, provision or section of this Project Agreement is led invalid by
any court of competent jurisdiction, the invalidity of such clause, provision or
section shall not affect any of the remaining clauses, sections or provisions hereof.

6.7 The terms, provisions, covenants and conditions of this Project Agreement shall
bind and inure to the benefit of the respective successors and assigns of the Issuer
and the Borrower.

CFC DOC
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6.8 This Project Agreement shall terminate on the date three (3) years after the CREB
Maturity Date

CFC DOC
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The undersigned acknowledge that this Project Agreement is given as a basis for an
opinion of the law firm of Chapman and Cutler LLP, Chicago, Illinois, and such firm is hereby
authorized to rely on this Project Agreement

DATED as of the day and year first above written

SULPHUR SPRINGS VALLEY ELECTRIC
COOPERATIVE, INC.

By `_.
Title ;',.,5 z4..Jl`

CFC DOC
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EXHIBIT A

DEFINITIONS

I

I

Affiliated Person " means any Person that (a) at any time during the six months prior to
the Closing Date, (i) has more than five percent of the voting power of the governing body of the
Issuer or the Borrower in the aggregate vested in its directors, officers, owners, and employees or
(ii) has more than five percent of the voting power of its governing body in the aggregate vested
in directors, officers, board members, owners, members or employees of the Issuer or the
Borrower or (b) during the one-year period beginning six months prior to the Closing Date, (i)
die composition of the governing body of which is modified or established to reflect (directly or
indirectly) representation of the interests of the Issuer or the Borrower (or for which an
agreement, understanding, or arrangement relating to such a modification or establishment
during that one-year period) or (ii) the composition of the governing body of the Issuer or the
Borrower is modified or established to reflect (directly or indirectly) representation of the
interests of such Person (or for which an agreement, understanding, or arrangement relating to
such a modification or establishment during that one-year period).

"Bond Counsel" means Chapman and Cutler LLP or any other nationally recognized
firm of attorneys experienced in the field of municipal obligations whose opinions are generally
accepted by purchasers of municipal obligations.

"Closing Date " means the date the Issuer issues the Securities.

"Code " means the Internal Revenue Code of 1986, as amended.

"Constructed Personal Property " means tangible personal property (or, if acquired
pursuant to a single acquisition contract, properties) or Specially Developed Computer Software
if (i) a substantial portion of the property or properties is completed more than six (6) months
after the earlier of the date construction or rehabilitation commenced and the date the Borrower
entered into an acquisition contract, (ii) based on the reasonable expectations of the Borrower, if
any, or representations of the person constructing the property, with the exercise of due
diligence, completion of construction or rehabilitation (and delivery to the issuer) could not have
occurred within that six-month period; and (iii) if the Borrower itself builds or rehabilitates the
property, not more than 75 percent of the capitalizable cost is attributable to property acquired by
the Borrower (e.g., components, raw materials, and other supplies).

"Construction Purposes " means capital expenditures that are allocable to the cost of Real
Property or Constructed Personal Properly. Except as provided in the next succeeding sentence,
consMction expenditures do not include expenditures for acquisitions of interests in land or
other existing real property. Expenditures are not for the acquisition of an interest in existing
real property other than land if the contact between the seller and the Borrower requires the
seller to build or install the property (e.g., a turnkey contract), but only to the extent that the
property has not been built or installed at the time the parties enter into the contract.

CFC DOC
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"Control " means the possession, directly or indirectly through others, of either of the
following discretionary and non~ministerial rights or Powers over another entity (i) to approve
and to remove without cause a controlling portion of the governing body of a Controlled Entity,
or (ii) to require the use of hods or assets of a Controlled Entity for any purpose.

"Controlled Entity" means any entity or one of a group of entities that is subject to
Control by a Controlling Entity or group of Controlling Entities.

"Controlled Group " means a group of entities directly or indirectly subject to Control by
the same entity or group of entities, including the entity that has the Control of the other entities.

"Controlling Entity" means any entity or one of a group of entities directly or indirectly
having Control of any entities or group of entities.

"CREB Maturity Date " shall have the meaningascribed to it in the Loan Agreement.

"Governmental Body" means any State, territory, possession of the United States, the
District of Columbia, Indian tribal government, and any political subdivision thereof

"Mortgage" means the mortgage and security agreement applicable to substantially all
of the property of the Borrower.

"Qualified Borrower" means (i) a mutual or cooperative electric company described in
Sections 501(c)(l2) or 1381(a)(2)(C) of the Code, or (ii) a Governmental Body (as defined
above).

"Real Property" means land and improvements to land, such as buildings or other
inherently permanent structures, including interests in real property. For example, real property
includes wiring in a building, plumbing systems, central heating or air-conditioning systems,
pipes or ducts, elevators, escalators installed in a building, paved parking areas, roads, wharves
and docks, bridges, and sewage lines.

"Related Person " means any member of the same Controlled Group as the Issuer or the
Borrower and any person related to the Issuer or a Borrower within the meaning of
Section 144(a)(3) of the Code.

"Sale Proceeds " means amounts actually or constructively received from the sale of the
Securities, including (a) amounts used to pay underwriter's discount or compensation and
accrued interest, other than accrued interest for a period not greater than one year before the date
of issuancebut only if it is to be paid within one year after the date of issuance and (b) amounts
derived from the sale of any right that is part of the terms of a Security or is otherwise associated
with a Security (e.g., a redemption right).

"Solar Energy Facility " means a facility using solar energy to produce electricity.

CFC DOC
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"Specially Developed Computer Software" means any programs or routines used to
cause a computer to perform a desired task or set of tasks, and the documentation required to
describe and maintain those programs, provided that the software is specially developed and is
functionally related and subordinate to real property or other constructed personal property.

"Tangible Personal Property" means any tangible property other than real property,
including interests in tangible personal property. For example, tangible personal property
includes machinery that is not a structural component of a building, subway cars, fire trucks,
automobiles, office equipment, testing equipment, and Mmishings.

CFC DOC
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SULPHUR SPRJNGS VALLEY ELECTRIC COOPERATIVE, INC.

To

NATIONAL RURAL UTluT1Es
COOPERATIVE FINANCE CORPORATION

Issuer

LOAN AGREEMENT

Dated as of I9/av ,200]

Clean Renewable Energy Bonds
(Cooperative Renewable Energy Projects) Series 2008A

of National Rural Utilities Cooperative Finance Corporation

CFC LOANAG
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LOAN AGREEMENT

LOAN AGREEMENT (this "Agreement") dated as of
between SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC. ("Borrower"), a
corporation organized and existing under the laws of the State of Arizona and NATIONAL RURAL
UTILITIES COOPERATIVE FINANCE CORPORATION ("CFC"), a cooperative association
organized and existing under the laws of the District of Columbia.

RECITALS

WHEREAS, the Borrower has applied to CFC for a loan for the purposes set forth in
Schedule 1 hereto, and CFC is willing to make such a loan to the BorTower on the terms and
conditions stated herein, and

WHEREAS, the Borrower has agreed to execute a promissory note to ev idence an
indebtedness in the aggregate principal amount of the CFC Commitment (as hereinafter defined).

NOW, THEREFORE, for and in consideration of the premises and the mutual covenants
hereinafter contained, the parties hereto agree and bind themselves as follows:

ARTICLE I

DEFINITIONS

Section 1.01 For purposes of this Agreement, the following capitalized terms shall have the
following meanings (such definitions to be equally applicable to the singular and the plural form
thereof). Capitalized terms that are not defined herein shall have the meanings as set forth in the
Mortgage.

"Accounting Requirements" shall mean any system of accounts prescribed by a federal
regulatory authority having jurisdiction over the Borrower or, in the absence thereof, the requirements
of GAAP applicable to businesses similar to that of the Borrower.

"Advance" shall mean each advance of funds by CFC to the Borrower pursuant to the terms
and conditions of this Agreement, including the Initial Advance and the Primary Advance.

"Authorized Officer of the Borrower" means the Chairman, General Manager or Chief
Financial Officer of the Borrower or any other person authorized by the Board of the Borrower so to
act or any other person performing a function similar to the function performed by any such officer or
authorized person.

"Average DSC Ratio" shall mean the average of the Borrower's two highest annual DSC
Ratios during the most recent three calendar years.

"Bond Counsel" means an attorney at law or a firm of attorneys (designated by CFC and
acceptable to the Trustee) of nationally recognized standing in matters pertaining to the tax-exempt
nature of interest or tax credits on bonds issued by states and their political subdivisions, duly
admitted to the practice of law before the highest court of any state of the United States of America.
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"Business Day" shall mean any day that both CFC and the depository institution CFC
utilizes for funds transfers hereunder are open for business.

"CFC Commitment" shall have the meaning as defined in Schedule 1.

"CFC CREB Rate" shall mean the interest rate charged by CFC fer loans made by CFC from
proceeds of the CREBs which rate shall not exceed one hundred and fifty basis points (150/100 of
1%) per annum.

"Closing Date" shall mean the date CFC issues the CREBs.

"Code" shall mean the Internal Revenue Code of 1986, as supplemented and amended,

"Completion Certificate" shal l  mean the cert i f i cate of  the Borrower requi red by
Section 5.0'l.P of this Agreement, substantially in the form of Exhibit C hereto.

"CREBs" shall mean the series of Securities issued by CFC to provide financing for the
Project.

"CREB Maturity Date" shall mean the maturity date of the CREBs, which shall be the
December 15th prior to the Maximum CREB Term Anniversary Date.

"Debt Service Coverage ("DSC") Ratio" shall mean the ratio determined as follows: for any
calendar year add (i) Operating Margins, (ii) Non-Operating Margins--Interest, (iii) Interest Expense,
(iv) Depreciation and Amortization Expense, and (v) cash received in respect of generation and
transmission and other capital credits, and divide the sum so obtained by the sum of all payments of
Principal and interest Expense required to be made during such calendar year, provided, however,
that in the event that any amount of Long-Term Debt has been refinanced during such year, the
payments of Principal and Interest Expense required to be made during such year on account of
such refinanced amount of Long-Term Debt shall be based (in lieu of actual payments required to be
made on such refinanced amount of Long-Term Debt) upon the larger of (i) an annualization of the
payments required to be made with respect to the refinancing debt during the portion of such year
such refinancing debt is outstanding or (ii) the payment of Principal and interest Expense required to
be made during the following year on account of such refinancing debt.

"Default Rate" shall mean a rate per annum equal to one hundred and fifty basis points
(150/100 of 1%).

"Depreciation and Amort izat ion Expense" shall mean an amount " constituting the
depreciation and amortization of the Borrower computed pursuant to Accounting Requirements.

Determination of Tax Credit Ineligibility" shall mean a determination that a particular
series of Securities does not qualify for a tax credit for the owner thereof under Section 54 of the
Code, which determination shall be deemed to have been made upon the occurrence of the first to
occur of the following

(a) the date on which CFC determines that there is a significant likelihood that a
particular series of Securities may not qualify for a tax credit, if  such determination is
supported by a written opinion of Bond Counsel to that effect, or
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(b) the date on which CFC shall receive notice in writing that the Trustee has been
advised by the owner of any Security that a particular series of Securities does not qualify for
a tax credit for the owner thereof, based upon a final determination made either by: (A) the
Internal Revenue Service in a published or private ruling or technical advice memorandum or
(B) any court of competent jurisdiction in the United States of America, as a result of a failure
by CFC or any borrower to observe any agreement or representation in the Tax Compliance
Agreement or a Loan Agreement or Project Agreement relating to the proceeds of the
Securities. Any such determination will not be considered final for this purpose unless the
Owner of the Securities involved in the proceeding or action resulting in the determination (i)
gives CFC and the Trustee prompt written notice of the commencement thereof and (ii) if
CFC agrees to pay all expenses in connection therewith and to indemnify such Owner of the
Securities against all liabilities in connection therewith, offers CFC an opportunity to contest
the determination, either directly or in the name of the Owner of the Securities, and until
conclusion of any review, if sought.

q

"Distributions" shall mean, with respect to the Borrower, any dividend, patronage refund,
patronage capital retirement or cash distribution to its members, or consumers (including but not
limited to any general cancellation or abatement of charges for electric energy or services furnished
by the Borrower). The term "Distribution" shall not include (a) a distribution by the Borrower to the
estate of a deceased patron, (b) repayment by the Borrower of a membership fee upon termination of
a membership, or (c) any rebate to a patron resulting from a cost abatement received by the
Borrower, such as a reduction Of wholesale power cost previously incurred.

"Draw Period" shall have the meaning as described in Schedule 1 hereto.

"Environmental Laws" shall mean all laws, rules and regulations promulgated by any
Governmental Authority, with which Borrower is required to comply, regarding the use, treatment,
discharge, storage, management, handling, manufacture, generation, processing, recycling,
distribution, transport, release of or exposure to any Hazardous Material.

"Equity" shall mean the aggregate of the Borrowers equities and margins computed
pursuant to Accounting Requirements.

"Event of Default" shall have the meaning as described in Article VI hereof.

"Funds Requisition Statement" shall mean the certificate of the Borrower, in the form set
forth as Exhibit A to this Agreement, by which the Borrower will obtain an advance of funds from CFC
under the Loan.

"GAAP" shall mean generally accepted accounting principles set forth in the opinions and
pronouncements of the Accounting Principles Board and the American Institute of Certified Public
Accountants and statements and pronouncements of the Financial Accounting Standards Board.

"Governmental Authority" shall mean the government of the United States of America, any
other nation or government, any state or other political subdivision thereof, whether state or local,
and any agency, authority, instrumentality, regulatory body, court or other entity exercising executive,
legislative, judicial, taxing, regulatory or administrative Powers or functions of or pertaining to
government.

"Hazardous Material" shall mean any (a) petroleum or petroleum products, radioactive
materials, asbestos-containing materials, polychlorinated biphenyls, lead and radon gas, and (b) any
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other substance designated as hazardous or toxic or as a pollutant or contaminant under any
Environmental Law.

"Indenture"shall mean the Indenture between CFC and U.S. Bank Trust Company National
Association, relating to the first issue of Securities, pursuant to which the Securities, including the
CREBs are issued, as supplemented and amended.

"Initial Advance" shall mean the Advance made by CFC on the Closing Date pursuant to
Section 3.02.A hereof to fund a portion of CFC's costs in issuing the CREBs attributable to the CFC
Commitment, including, but not limited to, original issue discount, underwriting discount and other
costs of issuance, including, without limitation, rating agency costs and legal, underwriting and
Trustee expenses.

"Interest Expense" shall mean an amount constituting the interest expense with respect to
Long-Term Debt of the Borrower computed pursuant to Accounting Requirements. In computing
Interest Expense, there shall be added, to the extent not otherwise included, an amount equal to 33-
1/3% of the excess of Restricted Rentals paid by the Borrower over 2% of the Borrower's Equity.

"Lien" shall mean any statutory or common law consensual or non-consensual mortgage,
pledge, security interest, encumbrance, lien, right of set off, claim or charge of any kind, including,
without limitation, any conditional sale or other title retention transaction, any lease transaction in the
nature thereof and any secured transaction under the Uniform Commercial Code.

"Loan"shall mean the loan made by CFC to the Borrower, pursuant to this Agreement and
the Note, in an aggregate principal amount not to exceed the CFC Commitment.

"Loan Capital Term Certificate" or "LCTC" shall mean a certificate, or book entry form of
account, evidencing the Borrower's purchase of equity in CFC.

"Loan Documents" shall mean this Agreement, the Note, the Mortgage, the Project
Agreement and all other documents or instruments executed, delivered or executed and delivered by
the Borrower and evidencing, securing, governing or otherwise pertaining to, the Loan.

"Long-Term Debt" shall mean an amount constituting the long-term debt of the Borrower
computed pursuant to Accounting Requirements.

"Maturity Date"shall mean the Payment Date immediately prior to the CREB Maturity Date
permitted for the CREBs under Section 54(e)(2) of the Code as in effect on the Closing Date.

"Maximum CREB Term Anniversary Date"shall mean the anniversary of the Closing Date
that occurs at the maximum term permitted for the CREBs under Section 54(e)(2) of the Code as in
effect on the Closing Date.

"Mortgage"shall have the meaning as described in Schedule 1 hereto.

°'Mortgaged Property"shall have the meaning ascribed to it in the Mortgage.

Non-Operating Margins-Interest" shall mean the amount representing the interest
component of non-operating margins of the Borrower computed pursuant to Accounting
RequireMents

I

i

9.
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"Note" shall mean the secured promissory note, payable to the order of CFC, executed by
the Borrower, dated as of even date herewith, pursuant to this Agreement as identified on Schedule
1 hereto and shall include any substitute note or modification thereto.

"obligations" shall mean any and all liabilities, obligations or indebtedness owing by the
Borrower to CFC, of any kind or description, irrespective of whether for the payment of money,
whether direct or indirect, absolute or contingent, due or to become due, now existing or hereafter
arising.

"Operating Margins" shall mean the amount of patronage capital and operating margins of
the Borrower computed pursuant to Accounting Requirements.

"Payment Date" shall mean the first (1st) day of each of March, June and September and
December.

"Payment Notice" shall mean a notice furnished by CFC to the Borrower that indicates the
amount of each payment of interest or interest and principal and the total amount of each payment
due.

"Permitted Encumbrances" shall have the meaning ascribed to it in the Mortgage.

"Person" shall mean natural persons, cooperatives, corporations, limited liability companies,
limited partnerships, general partnerships, limited liability partnerships, joint ventures, associations,
companies, trusts or other organizations, irrespective of whether they are legal entities, and
Governmental Authorities.

"Primary Advance" shall mean the Advance made by CFC to the BolTower pursuant to
Section 3.02.B hereof two Business Days after the Closing Date Io reimburse Borrower for costs of
the Project.

"Principal" shall mean the amount of principal billed on account of Long-Term Debt of the
Borrower computed pursuant to Accounting Requirements.

"Project" shall mean the project being financed pursuant to the Loan, as further described in
Schedule 1.

"Project Account" means an account created pursuant to the Indenture within the Project
Fund related to the CREBs.

"Project Agreement" shall mean the Project Agreement, dated as of even date herewith,
executed by the Borrower with respect to the Project and the CREBS,

"Project Fund" means the Project Fund created and identified as such in the Indenture.

"Restricted Rentals" shall mean all rentals required to be paid under finance leases and
charged to income, exclusive of any amounts paid under any such lease (whether or not designated
therein as rental or additional rental) for maintenance or repairs, insurance, taxes, assessments,
water rates or similar charges. For the purpose of this definition the term "finance lease" shall mean
any lease having a rental term (including the term for which such lease may be renewed or extended
at the option of the lessee) in excess of three (3) years and covering property having an initial cost in
excess of $250,000 other than automobiles, trucks, trailers, other vehicles (including without
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limitation aircraft and ships), office, garage and warehouse space and office equipment (including
without limitation computers).

"Securities" shall mean one or more series of clean renewable energy bonds issued by CFC
under the Indenture.

"Subsidiary" as to any Person, shall mean a corporation, partnership, limited partnership,
limited liability company or other entity of which shares of stock or other ownership interests having
ordinary voting power (other than stock or such other ownership interests having such power only by
reason of the happening of a contingency) to elect a majority of the board of directors or other
managers of such entity are at the time owned, or the management of which is otherwise controlled,
directly or indirectly through one or more intermediaries, or both, by such Person. Unless otherwise
qualified, all references to a "Subsidiary" or to "Subsidiaries" in this Agreement shall refer to a
Subsidiary or Subsidiaries of the Borrower.

"Tax Compliance Agreement" means a tax compliance certificate and agreement of CFC
with respect to a series of Securities, as accepted by the Trustee, as amended.

"Termination Certificate" shal l  mean the cert i f icate of  the Borrower requi red by
Section 5.01 .Q of this Agreement, substantially in the form of Exhibit D hereto.

"Total Assets" shall mean an amount constituting the total assets of the Borrower computed
pursuant to Accounting Requirements.

"Total Utility Plant" shall mean the amount constituting the total utility plant of the Borrower
computed pursuant to Accounting Requirements.

"Trustee" shall mean U.S. Bank Trust Company National Association and its successors and
assigns.

ARTICLE ll

REPRESENTATIONS AND WARRANTIES

Section 2.01 The Borrower represents and warrants to CFC that as of the date of this
Agreement:

A. Good Standing. The Borrower is duly organized, validly existing and in good
standing under the laws of the jurisdiction of its incorporation or organization, is duly qualified to do
business and is in good standing in those states in which it is required to be qualified to conduct its
business. The Borrower is a member in good standing of CFC.

B. Subsidiaries and Ownership. Schedule 1 hereto sets forth a complete and accurate
list of the Subsidiaries of the Borrower showing the percentage of the Borrower's ownership of the
outstanding stock, membership interests or partnership interests, as applicable, of each Subsidiary.

c. Authority; Validity. The Borrower has the power and authority to enter into this
Agreement, the Note, the Project Agreement and the Mortgage, to make the borrowing hereunder, to
execute and deliver all documents and instruments required hereunder and to incur and perform the
obligations provided for herein, in the Note, in the Project Agreement and in the Mortgage, all of
which have been duly authorized by all necessary and proper action, and no consent or approval of
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any Person, including, as applicable and without limitation, members of the Borrower, which has not
been obtained is required as a condition to the validity or enforceability hereof or thereof.

Each of this Agreement, the Note, the Project Agreement and the Mortgage is, and when fully
executed and delivered will be, legal, valid and binding upon the Borrower and enforceable against
the Borrower in accordance with i ts terms, subject to appl icable bankruptcy, insolvency,
reorganization, moratorium or other laws affecting creditors' rights generally and subject to general
principles of equity.

D. No Conflicting Agreements. The execution and delivery of the Loan Documents
and performance by the Borrower of the obligations thereunder, and the transactions contemplated
hereby or thereby, will not: (i) violate any provision of law, any order, rule or regulation of any court or
other agency of government any award of any arbitrator, the articles of incorporation or by-laws of

which the Borrower is a party or by which it or any of its property is bound, or (ii) be in conflict with,
result in a breach of or constitute (with due notice and/or lapse of time) a default under, any such
award, indenture, contract, agreement, mortgage, deed of trust or other instrument, or result in the
creation or imposition of any Lien (other than contemplated hereby) upon any of the property or
assets of the Borrower.

the Borrower or any indenture, contract agreement mortgage, deed of trust or other instrument to

The Borrower is not in default in any material respect under any agreement or instrument to which it
is a party or by which it is bound and no event or condition exists which constitutes a default, or with
the giving of notice or lapse of time, or both, would constitute a default under any such agreement or
instrument.

E. Taxes. The Borrower, and each of its Subsidiaries, has filed or caused to be filed all
federal, state and local tax returns which are required to be filed and has paid or caused to be paid
all federal, state and local taxes, assessments, and governmental charges and levies thereon,
including interest and penalties to the extent that such taxes, assessments, and governmental
charges and levies have become due, except for such taxes, assessments, and governmental
charges and levies which the Borrower or any Subsidiary is contesting in good faith by appropriate
proceedings for which adequate reserves have been set aside.

F. Licenses and Permits. The Borrower has duly obtained and now holds all licenses,
permits, certifications, approvals and the like necessary to own and operate its property and business
that are required by Governmental Authorities and each remains valid and in full force and effect.

G. Litigation. There are no outstanding judgments, suits, claims, actions or proceedings
pending or, to the knowledge of the Borrower, threatened against or affecting the Borrower, its
Subsidiaries or any of their respective properties which, if adversely determined, either individually or
collectively, would have a material adverse effect upon the business, operations, prospects, assets,
liabilities or financial condition of the Borrower or its Subsidiaries. The Borrower and its Subsidiaries
are not, to the Borrower's knowledge, in default or violation with respect to any judgment, order, writ,
injunction, decree, rule or regulation of any Governmental Authority which would have a material
adverse effect upon the business, operations, prospects, assets, liabilities or financial condition of the
Borrower or its Subsidiaries.

H. Financial Statements. The balance sheet of the Borrower as at the date identified in
Schedule 1 hereto, the statement of operations of the Borrower for the period ending on said date,
and the interim financial statements of the Borrower, all heretofore furnished to CFC, are complete
and correct. Said balance sheet fairly presents the financial condition of the Borrower as at said date
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and said statement of operations fairly reflects its operations for the period ending on said date. The
Borrower has no contingent obligations or extraordinary Lonnard or long-term commitments except as
specifically stated in said balance sheet or herein. There has been no material adverse change in
the financial condition or operations of the Borrower from that set forth in said financial statements
except changes disclosed in writing to CFC prior to the date hereof.

I. Borrower's Legal Status. Schedule 1 hereto accurately sets forth: (i) the Borrowerls
exact legal name, (ii) the Borrower's organizational type and jurisdiction of organization, (iii) the
Borrowers organizational identification number or accurate statement that the Borrower has none,
and (iv) the Borrower's place of business or, if more than one, its chief executive office as well as the
Borrower's mailing address if different.

J. Required Approvals. Other than the CREBs allocation received from the Internal
Revenue Service, no license, consent or approval of any Governmental Authority is required to
enable the Borrower to enter into this Agreement, the Project Agreement, the Note and the
Mortgage, or to perform any of its Obligations provided for in such documents, including without
limitation (and if applicable), that of any state public utilities commission, any state public service
commission, and the Federal Energy Regulatory Commission, except as disclosed in Schedule 1
hereto, all of which the Borrower has obtained prior to the date hereof.

K. Compliance With Laws. The Borrower and each Subsidiary is in compliance, in all
material respects, with all applicable requirements of law and all applicable rules and regulations of
each Governmental Authority.

L. Disclosure. ,
Agreement nor any document, certificate or financial statement furnished to CFC by or on behalf of
the Borrower in connection herewith (all such documents, certificates and financial statements, taken
as a whole) contains any untrue statement of a material fact or omits to state any material fact
necessary in order to make the statements contained herein and therein not misleading.

To the Borrower's knowledge, information and belief neither this

M. No Other Liens. As to property which is presently included in the description of
Mortgaged Property, the Borrower has not, without the prior written approval of CFC, executed or
authenticated any security agreement or mortgage, or filed or authorized any financing statement to
be filed with respect to assets owned by it, other than security agreements, mortgages and financing
statements in favor of CFC, except as disclosed in writing to CFC prior to the date hereof or relating
to Permitted Encumbrances.

N. Environmental Matters. Except as to matters which individually or in the aggregate
would not have a material adverse effect upon the business or financial condition of the Borrower or
its Subsidiaries, (i) Borrower is in compliance with all Environmental Laws (including, but not limited
to, having any required permits and licenses), (ii) there have been no releases (other than releases
remediated in compliance with Environmental Laws) from any underground or aboveground storage
tanks (or piping associated therewith) that are or were present at the Mortgaged Property, (iii)
Borrower has not received written notice or claim of any violation of any Environmental Law, (iv)
there is no pending investigation of Borrower in regard to any Environmental Law, and (v) to the best
of Borrower's knowledge, there has not been any release or contamination (other than releases or
contamination remediated in compliance with Environmental Laws) resulting from the presence of
Hazardous Materials on property owned, leased or operated by the Borrower

o Project Agreement. As set forth in the Project Agreement, the Project constitutes "a
qualified project" as defined in Section 54(d)(2)(A) of the Code. As set forth in the Project Agreement

CFC LOANAG
AZ014-A-9031-CB001 (JABLONJ)
118356-2



I
*

9

the Borrower constitutes currently, and will remain through the period that the CREBs remain
outstanding, "a Qualified Borrower", meaning a (i) mutual or cooperative electric company described
in Sections 501(c)(12) or 1381(a)(2)(C) of the Code, or (ii) a Governmental Body, which is defined as
any state, territory possession of the U.S., the District of Columbia, Indian tribal government, and any
political subdivision thereof. The statements, information and descriptions contained in the Project
Agreement are true, correct and complete, and do not contain any untrue statement or misleading
statement of a material feet, and do not omit to state a material fact required to be stated therein or
necessary to make the statements, information and descriptions contained therein, in the light of the
circumstances under which they were made, not misleading, and the estimates and the assumptions
contained in the Project Agreement are reasonable and based on the best information available to
the Borrower.

ARTICLE III

LOAN

Section 3.01 Definitions. For purposes of this Article 3, the following capitalized terms shall
have the following meanings:

"Borrower's Annual Bond Repayment Amount" shall mean the amount determined by
dividing the CFC Commitment by the number of years from the Closing Date to the Ma>dmum CREB
Term Anniversary Date, which amount shall be recalculated on the date CFC rescinds any excess
moneys pursuant to Section 3.05 or 3.06 hereof.

"Quarterly Bond Deposit Amount" shall mean for each Payment Date, the amount
determined by subtracting from the Quarterly Bond Repayment Amount the principal amount payable
by the Borrower pursuant to Section 3.03.A(ii)(b)(1) on such Payment Date.

"Quarterly Bond Repayment Amount"
Bond Repayment Amount.

shall mean one-fourth (M) of the Borrowerls Annual

Section 3.02 Advances. The obligation of the Borrower to repay the Advances shall be
evidenced by the Note. The aggregate amount of all Advances made hereunder shall not exceed the
CFC Commitment. At the end of the Draw Period, CFC shall have no further obligation to make
Advances.

A. Initial Advance. Borrower hereby agrees that on the Closing Date, CFC shall
automatically, and without action by Borrower, make the Initial Advance. On the Closing Date, CFC
shall notify Borrower of the final amount of the Initial Advance and the amount of the CFC
Commitment remaining for Borrower to subsequently Advance.

B. Subsequent Advances.

(i) The Borrower may submit a request for the Primary Advance to CFC in writing (which
may be submitted by facsimile) no later than 12:00 noon local time at CFC's offices in
Herndon, Virginia seven Business Days prior to the Closing Date. The Primary
Advance may be requested in any amount up to the CFC Commitment. CFC shall
make the Primary Advance two Business Days after the Closing Date in the lesser of
(i) the aggregate amount of such requested Primary Advance, and (ii) the amount of
the CFC Commitment less the amount of the Initial Advance.

CFC LOANAG
AZ014-A-9031 -CB001 (JABLONJ )
116356-2

4



¢
10

(ii) Except as set forth in 3.02.A and 3.02.s(i) hereof, the Borrower shall submit its
request for an Advance to CFC in writing (which may be submitted by facsimile) no
later than 12:00 noon local time at CFC's offices in Herndon, Virginia at least two (2)
Business Days prior to the last Business Day of any calendar month. Borrower may
make multiple requests for Advances during any calendar month in any amount so
long as the aggregate amount of all Advances requested in such month is in an
amount not less than $100,000.00, provided, however that at such time as there
remains less than $100,000.00 available for Advance hereunder, Borrower may
request the entirety of such remaining amount. CFC shall make a single Advance to
Borrower on the first Business Day of the calendar month following Borrower's
request(s) for an Advance. Such Advance shall be in the aggregate amount of all
Advances requested by Borrower in the prior month, provided however that at such
time as there remains less than $100,000.00 available for Advance hereunder and
Borrower requests the entirety of such remaining amount, CFC shall Advance the
entirety of such remaining amount.

Section 3.03 Interest Rate and Payment. The Note shall be payable and bear interest as
follows:

Payments, Maturity; Amortization.

(i) The Note shall be due and payable on the Maturity Date.

(ii) On each Payment Date, the Borrower shall promptly pay the following:

(a) accrued interest on the principal amount of the Loan outstanding less the amount
of the Initial Advance, and

(b) the Quarterly Bond Repayment Amount, consisting of:

(1) the principal amount due on any outstanding Advances, determined on the
basis of a quarterly amortization schedule from the date of each Advance
and

(2) the Quarterly Bond Deposit Amount

(iii) If not sooner paid, any amount due on account of the unpaid principal, interest
accrued thereon and fees, if any, shall be due and payable on the Maturity Date

(iv) Each Advance shall amortize on a level principal payment basis from the date thereof
through the Maturity Date

(v) CFC will furnish to the BolTower a Payment Notice at least ten (10) days before each
Payment Date, provided, however, that CFC's failure to send a Payment Notice shall not constitute a
waiver by CFC or be deemed to relieve the Borrower of its obligation to make payments as and when
due as provided for herein

(vi) No provision of this Agreement or of any Note shall require the payment, or permit the
collection, of interest in excess of the highest rate permitted by applicable law

CFC LOANAG
AZ014-A-9031 -CB001 (JABLONJ )
116358-2

A.



v

bf

11

l

I
I

Borrower agrees that the records of and all computations by. CFC (in whatever media they are
recorded or maintained) as to the , ,
Amount due on the Loan shall be conclusive in the absence of manifest error.

amount of principal interest fees and Quarterly Bond Deposit

B. Application of Payments. Each payment shall be applied to the Loan, first to any
fees, costs, expenses or charges other than interest or principal, second to interest accrued, third to
the Quarterly Bond Deposit Amount and the balance to principal.

c. Application of Bond Repayment Deposit. At such time as the aggregate amount
billed by CFC in any calendar year on account of amortized principal under this Agreement exceeds
the Borrower's Annual Bond Repayment Amount for such year, CFC shall apply a portion of the
Borrower's prior payments of the Quarterly Bond Deposit Amount in the amount of such overage to
principal then due. Until such time, Borrowers payments of the Quarterly Bond Deposit Amount shall
not reduce the amount of principal outstanding and subject to amortization. Any amount paid by the
Borrower under this Agreement on account of the Quarterly Bond Deposit Amount in excess of the
principal amount of the fully advanced Loan shall be refunded to the Borrower on the Maturity Date.

D. Interest Rate Computation. Each Advance except the Initial Advance shall bear
interest at the CFC CREB Rate which shall apply until the Maturity Date. The initial Advance shall
not bear interest. Interest on Advances shall be computed on the basis of a 30-day month and 360-
day year.

Section 3.04. Extraordinary Obligation to Prepay. Upon a Determination of Tax Credit
Ineligibility that subjects the CREBs to an extraordinary mandatory redemption due to a failure of the
Borrower to observe any agreement or representation in this Loan Agreement (as more particularly
described in paragraph (b) of the defined term "Determination of Tax Credit Ineligibility"), the
Borrower shall prepay the Loan, or such part thereof as determined by CFC, at such times and in
such amounts as determined by CFC within sixty (60) days of such determination together with a
prepayment premium prescribed by CFC pursuant to its policies of general application in effect from
time to time.

Section 3.05. Rescission of Excess Moneys, Fee. If the Borrower has not drawn down
the full amount of the CFC Commitment at (i) the time of filing the Completion Certificate under
Section 5.01 p. hereof, (ii) the time of filing the Termination Certificate under 5.01Q. hereof, (iii) a
Determination of Tax Credit Ineligibility or (iv) the end of the Draw Period, a corresponding rescission
of the amount of principal available to be drawn on the Note as calculated by CFC shall automatically
be made without further action by the Borrower. CFC shall release the Borrower from its obligations
hereunder as to such rescinded portion, provided the Borrower complies with such terms and
conditions as CFC may impose for such release including, without limitation, payment of any
rescission fee that CFC may from time to time prescribe, pursuant to its policies of general
application.

Section 3.06. Cancellation of Excess Moneys. If the Borrower has not drawn down the full
amount of the CFC Commitment at the time CFC determines that it will cease making Advances
hereunder pursuant to Section 7.01 hereof, a corresponding cancellation of the amount of principal
available to be drawn on the Note as calculated by CFC shall automatically be made without action
by the Borrower.

Section 3.07. Default Rate. If Borrower defaults on its obligation to make a payment due
hereunder by the applicable Payment Date, and such default continues for thirty days thereafter, then
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beginning on the thirty-first day after the Payment Date and for so long as such default continues,
Advances shall bear interest at the Default Rate.

Section 3.08. Patronage Capital; Interest Rate Discounts. No patronage capital shall be
earned, and no interest rate discounts shall apply, to the Loan.

Section 3.09. Optional Prepayment. Except for prepayments made pursuant to
Section 3.04 hereof, no prepayment of any Advance, in whole or in part, may be made by the
Borrower.

ARTICLE IV

CONDITIONS OF LENDING

Section 4.01 The obligation of  CFC to make any Advance hereunder is subject to
satisfaction of the following conditions in form and substance satisfactory to CFC:

A. Legal Matters. All legal matters incident to the consummation of the transactions
hereby contemplated shall be satisfactory to counsel for CFC.

B. Documents. CFC shall have been furnished with (i) the executed Loan Documents,
(ii) certified copies of all such organizational documents and proceedings of the Borrower authorizing
the transactions hereby contemplated as CFC shall require, (iii) an opinion of counsel for the Borrow-
er addressing such legal matters as CFC shall reasonably require, and (iv) all other such documents
as CFC may reasonably request.

c. Government Approvals. The Borrower shall have furnished to CFC true and correct
copies of all certif icates, authorizations, consents, permits and licenses from Governmental
Authorities necessary for the execution or delivery of the Loan Documents or performance by the
Borrower of the obligations thereunder.

D. Representations and Warranties. The representations and warranties contained in
Article II shall be true on the date of the making of each Advance hereunder with the same effect as
though such representations and warranties had been made on such date, no Event of Default and
no event which, with the lapse of time or the notice and lapse of time would become such an Event of
Default, shall have occurred and be continuing or will have occurred after giving effect to each
Advance on the books of the Borrower there shall have occurred no material adverse change in the
business or condition, financial or otherwise, of the Borrower, and nothing shall have occurred which
in the opinion of CFC materially and adversely affects the Borrower's ability to perform its obligations
hereunder.

Mortgage Recordation. The Mortgage (and any amendments, supplements or
restatements as CFC may require from time to time) shall have been duly filed, recorded or indexed
in all jurisdictions necessary (and in any other jurisdiction that CFC shall have reasonably requested)
to provide CFC a lien, subject to Permitted Encumbrances, on all of the BolTower's real property, all
in accordance with applicable law, and the Borrower .shall have paid all applicable taxes, recording
and filing fees and caused satisfactory evidence thereof to be furnished to CFC

UCC Filings. Uniform Commercial Code financing statements (and any continuation
statements and other amendments thereto that CFC shall require from time to time) shall have been
duly filed, recorded or indexed in all jurisdictions necessary (and in any other jurisdiction that CFC
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shall have reasonably requested) to provide CFC a perfected security interest, subject to Permitted
Encumbrances, in the Mortgaged Property which may be perfected by the filing of a financing
statement, all in accordance with applicable law, and the Borrower shall have paid all applicable
taxes, recording and filing fees and caused satisfactory evidence thereof to be furnished to CFC.

t

G.
requisition to CFC in the form attached as Exhibit A hereto. Requisitions for Advances shall be made
only for the purposes set forth in Schedule 1 hereto.

Requisitions. The Borrower will requisition each Advance by submitting its written

H. Other Information. The Borrower shall have furnished such other information as
CFC may reasonably require, including but not limited to (i) information regarding the specific
purpose for an Advance and the use thereof, (ii) feasibility studies, cash flow projections, financial
analyses and pro forma f inancial statements suff icient to demonstrate to CFC's reasonable
satisfaction that after giving effect to the Advance requested, the Borrower shall continue to achieve
the DSC ratio set forth in Section 5.01.A herein, to meet all of its debt service obligations, and
otherwise to perform and to comply with all other covenants and conditions set forth in this
Agreement, and (iii) any other information as CFC may reasonably request. CFC's obligation to
make any Advance hereunder is conditioned upon prior receipt and approval of the Borrower's
written requisition and other information and documentation, if any, as CFC may have requested
pursuant to this paragraph.

I. Issuance of Bonds. CFC shall have issued CREBs in an amount not less than the
CFC Commitment.

J. CREB Allocation. CFC shall have received an allocation in the amount of the CFC
Commitment from the U.S. Department of Treasury for the Borrower's Project under its Securities
program.

K. Tax Credit Ineligibility. There shall have occurred no Determination of Tax Credit
Ineligibility with regard to the Borrower or the Project.

L. Bring Down Certificate. Two (2) Business Days prior to the Closing Date, the
Borrower shall furnish CFC with a certificate of an Authorized Officer of the Borrower in the form of
Exhibit B hereto, certifying that all of the representations and warranties set forth in Article ll hereof
are true on the Closing Date.

ARTICLE v

COVENANTS

Section 5.01 Affirmative Covenants. The Borrower covenants and agrees with CFC that
until payment in full of the Note and performance of all obligations of the Borrower hereunder:

A. Financial Ratios; Design of Rates. The Borrower shall achieve an Average DSC
Ratio of not less than 1.35. The Borrower shall not decrease its rates for electric service if it has
failed to achieve a DSC Ratio of 1.35 for the calendar year prior to such reduction subject only to an
order from a Governmental Authority properly exercising jurisdiction over the Borrower.

B. Loan Proceeds. The Borrower shall use the proceeds of this Loan solely for the
purposes identified on Schedule 1 hereto.
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Notice. The Borrower shall promptly notify CFC in writing of:

(i) any material adverse change in the business, operations, prospects, assets, liabilities
or financial condition of the Borrower,

(ii) the institution or threat of any litigation or administrative proceeding of any nature
involving the Borrower which could materially affect the business, operations, prospects, assets,
liabilities or financial condition of the Borrower,

(iii) the occurrence of an Event of Default hereunder, or any event that, with the giving of
notice or lapse of time, or both, would constitute an Event of Default.

D. Default Notices. Upon receipt of  any notices with respect to a default by the
Borrower under the terms of any evidence of any indebtedness with parties other than CFC or of any
loan agreement, mortgage or other agreement relating thereto, the Borrower shall deliver copies of
such notice to CFC.

Annual Certificates.

(i) within one hundred twenty (120) days af ter the close of  each calendar year,
commencing with the year in which the initial Advance hereunder shall have been made, the
Borrower will deliver to CFC a written statement, in form and substance satisfactory to CFC, signed
by the Borrower's General Manager or Chief Executive Officer stating that during such year, and that
to the best
Agreement the Project Agreement the Note, and the Mortgage throughout such year or if there has

of said person's knowledge, the Borrower has fulfilled all of its obligations under this

been a default in the fulfillment of any such obligations, specifying each such default known to said
person and the nature and status thereof.

(ii) The Borrower shall deliver to CFC within one hundred twenty (120) days of CFC's
written request which shall be no more frequently than once every year, a certification, in form and

condition of the Mortgaged Property prepared by a
The Borrower shall also deliver to CFC such other

substance satisfactory to CFC, regarding the
professional engineer satisfactory to CFC.
information as CFC may reasonably request from time to time.

Loan Capital Term Certificate Purchase. The Borrower will purchase LCTCS, if
required, in an amount calculated pursuant to CFC's policies of general application and shall pay for
such LCTCs as required thereby. CFC's policies with respect to such LCTCs are set forth in
Schedule 1

G Financial Books; Financial Reports; Right of Inspection. The Borrower will at all
times keep, and safely preserve, proper books, records and accounts in which full and true entries
will be made of all of the dealings, business and affairs of the Borrower, in accordance with
Accounting Requirements. When requested by CFC, the Borrower will prepare and furnish CFC
from time to time, periodic financial and statistical reports on its condition and operations. All of such
reports shall be in such form and include such information as may be specified by CFC. Within one
hundred twenty (120) days of the end of each calendar year during the term hereof, the Borrower
shall furnish to CFC a full and complete report of its f inancial condition and statement of its
operations as of the end of such calendar year, in form and substance satisfactory to CFC. in
addition, within one hundred twenty (120) days of the end of each the Borrowers fiscal years during
the term hereof, the Borrower shall furnish to CFC a full and complete consolidated and consolidating
report of its financial condition and statement of its operations as of the end of such fiscal year
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audited and certified by independent certified public accountants nationally recognized or otherwise
satisfactory to CFC and accompanied by a report of such audit in form and substance satisfactory to
CFC, including without limitation a consolidated and consolidating balance sheet and the related
consol idated and consol idat ing statements of  income and cash f low. CFC, through i ts
representatives, shall at all times during reasonable business hours and upon prior notice have
access to, and the right to inspect and make copies of, any or all books, records and accounts, and
any or all invoices, contracts, leases, payrolls, canceled checks, statements and other documents
and papers of every kind belonging to or in the possession of the Borrower or in anyway pertaining to
its property or business.

H. Notice of Additional Secured Debt. The Borrower wit notify CFC promptly in writing
if it incurs any additional secured indebtedness other than indebtedness to CFC or indebtedness
otherwise provided for in the Mortgage.

I. Funds Requisition. The Borrower agrees (i) that CFC may rely conclusively upon the
written instructions submitted to CFC in the Borrower's written request for an Advance hereunder,
(ii) that such instructions shall constitute a covenant under this Agreement to repay the Advance in
accordance with such instructions, the applicable Note, the Mortgage, the Project Agreement and
this Agreement, and (iii) to request Advances only for the purposes set forth in Schedule 1 hereto.

J. Compliance With Laws. The Borrower and each Subsidiary shall remain in
compliance, in all material respects, with all applicable requirements of law and applicable rules and
regulations of each Governmental Authority.

K. Taxes. The Borrower shall pay, or cause to be paid all taxes, assessments or
governmental charges lawfully levied or imposed on or against it and its properties prior to the time
they become delinquent, except for any taxes, assessments or charges that are being contested in
good faith and with respect to which adequate reserves as determined in good faith by the Borrower
have been established and are being maintained.

w L. Further Assurances. The Borrower shall execute any and all further documents,
financing statements, agreements and instruments, and take all such further actions (including the
filing and recording of financing statements, fixture filings, mortgages, deeds of trust and other
documents), which may be required under any applicable law, or which CFC may reasonably
request, to effectuate the transactions contemplated by the Loan Documents or to grant, preserve,
protect or perfect the Liens created or intended to be created thereby. The Borrower also agrees to
provide to CFC, from time to time upon request, evidence reasonably satisfactory to CFC as to the
perfection and priority of the Liens created or intended to be created by the Loan Documents.

M. Environmental Covenants. Borrower shall:

(i) at its own cost, comply in all material respects with all applicable Environmental Laws,
including, but not limited to, any required remediation, and

(ii) i f  i t  receives any written communication al leging Borrower's v iolation of  any
Environmental Law, provide CFC with a copy thereof within ten (10) Business Days after receipt, and
promptly take appropriate action to remedy, cure, defend, or otherwise affirmatively respond to the
matter.

N. Limitations on Loans, Investments and Other Obligations. The aggregate amount
of all purchases, investments, loans, guarantees, commitments and other obligations described in
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Section 5.02.D(i) of this Agreement shall at all times be less than fifteen percent (15%) of Total Utility
Plant or fifty percent (50%) of Equity, whichever is greater.

O. Tax Status of the CREBs. The Borrower shall utilize the Project or cause it to be
utilized as provided in the Project Agreement until the CREB Maturity Date. No use will be made of
the proceeds of the CREBs other than as set forth herein and in the Project Agreement and no
changes will be made in the Project or in the operation or beneficial use thereof (including, without
limiting the generality of the foregoing, the use of the Project by the Borrower or any re fated person)
without an opinion of Bond Counsel that such a use or change will not adversely affect the eligibility
of the CREBs to qualify for a tax credit for the owner thereof, for federal income tax purposes. The
Borrower agrees and warrants that it will not take or authorize or permit any action to be taken and
has not taken or authorized or permitted any action to be taken and will not fail to take any action to
comply with the Project Agreement which adversely affects the eligibility of the CREBs to qualify for a
tax credit for the owner thereof, for federal income tax purposes. This agreement and warranty shall
survive the termination of this Agreement.

P. Completion Certificate. The Borrower shall submit to CFC within 30 days after the
completion of the Project, a Completion Certificate signed by an Authorized Officer of the Borrower.

Q. Termination Certificate. If the Borrower detemwines that the Project will not be
completed as described in Section 5.01.P above, then the Borrower shall submit to CFC a
Termination Certificate, within 30 days of a determination that:

(i)
Project, and

no further acquisition, construction or installation will occur with respect to the

(ii) the Borrower does not intend to make any further Advances.

R. Other Information. The Borrower shall furnish such other information as CFC may
reasonably require relating to the Project.

Section 5.02 Negative Covenants. The Borrower covenants and agrees with CFC that until
payment in fu" of the Note and performance of all obligations of the Borrower hereunder, the
Borrower will not, directly or indirectly, without CFC's prior written consent:

A. Limitations on Mergers. Consolidate with, merge, or sell all or substantially all of its
business or assets. or enter into an agreement for such consolidation, merger or sale, to another
entity or person unless such action is either approved, as is evidenced by the prior written consent of
CFC, or the purchaser, successor or resulting corporation is or becomes a member in good standing
of  CFC and assumes the due and punctual payment of  the Note and the due and punctual
performance of the covenants contained in the Mortgage and this Agreement.

Lim i tat ions on Sale,  Lease or  Transf er  of  Capi tal  Assets;  Appl i cat ion of
Proceeds. Sell, lease or transfer (or enter into an agreement to sell, lease or transfer) any capital
asset, except in accordance with this Section 5.02.B. If no Event of Default (and no event which with
notice or lapse of time and notice would become an Event of Default) shall have occurred and be
continuing, the Borrower may, without the prior written consent of CFC, sell, lease or transfer (or
enter into an agreement tO sell, lease or transfer) any capital asset in exchange for fair market value
consideration paid to the Borrower if the value of such capital asset is less than five percent (5%) of
Total Utility Plant and the aggregate value of capital assets sold, leased or transferred in any 12
month period is less than ten percent (10%) of Total Utility Plant

CFC LOANAG
A2014-A-9031 -cB00t (JABLONJ)
116356-2



lluuu llll\IIIIIIIIII

r

9
17

c. Limitation on Dividends, Patronage Refunds and Other Distributions.

(i) Make Distributions in any calendar year if, after giving effect to the Distribution, the total
Equity of the Borrower will be less than twenty percent (20%) of its Total Assets.

(ii) If, after giving effect to the Distribution, the total Equity of the Borrower will be less than
twenty percent (20%) of its Total Assets, then the Borrower may nevertheless make Distributions of
up to thirty percent (30%) of its total margins for the preceding calendar year.

(iii) Notwithstanding anything to the contrary in subparagraphs (i) and (ii) above, the Borrower
shall not make any Distribution without the prior written consent of CFC if an Event of Default under
this Agreement has occurred and is continuing.

D. Limitations on Loans, Investments and Other Obligations.

(i) (a) Purchase, or make any commitment to purchase, any stock, bonds, notes, debentures,
or other securities or obligations of or beneficial interests in, (b) make, or enter into a commitment to
make, any other investment, monetary or otherwise, in, (c) make, or enter into a commitment to
make, any loan to, or (d) guarantee, assume, or otherwise become liable for, or enter into a
commitment to guarantee, assume, or otherwise become liable for, any obligation of any Person if,
after giving effect to such purchase, investment, loan, guarantee or commitment, the aggregate
amount thereof would exceed the greater of fifteen percent (15%) of Total Utility Plant or fifty percent
(50%) of Equity.

(ii) The following shall not be included in the limitation of purchases, investments, loans and
guarantees in (i) above: (a) bonds, notes, debentures, stock, or other securities or obligations issued
by or guaranteed by the United States or any agency or instrumentality thereof, (b) bonds, notes,
debentures, stock, commercial paper, subordinated capital certificates, or any other security or
obligation issued by CFC or by institutions whose senior unsecured debt obligations are rated by at
least two nationally recognized rating organizations in either of their two highest categories, (c)
investments incidental to loans made by CFC, (d) any deposit that is fully insured by the United
States, (e) loans and grants made by any Governmental Authority to the Borrower under any rural
economic development program, but only to the extent that such loans and grants are non-recourse
to the Borrower, and (f) unretired patronage capital allocated to the Borrower by CFC, a cooperative
from which the Borrower purchases electric power, or a statewide cooperative association of which
Borrower is a member.

(iii) In no event may the Borrower take any action pursuant to subsection (i) if an Event of
Default under this Agreement has occurred and is continuing,

E. Organizational Change. Change its type of organization or other legal structure,
except as permitted by Section 5.02.A. hereof, in which case the Borrower shall provide at least 30
days prior written notice to CFC together with all documentation reflecting such change as CFC may
reasonably require.

F. Notice of Change in Borrower Information. Change its (i) state of incorporation, (ii)
legal name, (iii) mailing address, or (iv) organizational identification number, if it has one, unless the
Borrower provides written notice to CFC at least thirty (30) days prior to the effective date of any
such change together with all documentation reflecting any such change as CFC may reasonably
require.
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ARTICLE VI

EVENTS OF DEFAULT

Section 6.01 The following shall be "Events of Default" under this Agreement:

A. Representations and Warranties. Any representation or warranty made by the
Borrower herein, or in any of the other Loan Documents, or in any certificate or financial statement
furnished to CFC hereunder or under any of the other Loan Documents shall prove to be false or
misleading in any material respect.

B. Payment. The Borrower shal l  fai l  to pay (whether upon stated maturi ty, by
acceleration, or otherwise) any principal, interest, premium (if any) or other amount payable under
the Note and the Loan Documents within five (5) Business Days after the due date thereof.

c. Other Covenants.

(i) No Grace Period. Failure of the Borrower to observe or perform any covenant
or agreement contained in the Project Agreement or in Sections 5.01 .A, 5.01 .B,
5.01 .D, 5.01 .E, 5.01.G, 5.01 .|, 5.01 .N, 5.01.0 and 5.02 of this Agreement.

(ii) Thirty Day Grace Period. Failure of the Borrower to observe or perform any
other covenant or agreement contained in this Agreement or any of the other Loan
Documents, which shall remain unremedied for thirty (30) calendar days after written
notice thereof shall have been given to the Borrower by CFC.

D. Legal Existence, Permits and Licenses. The Borrower shall forfeit or otherwise be
deprived of (i) its authority to conduct business in the jurisdiction in which it is organized or in arty
other jurisdiction where such authority is required in order for the Borrower to conduct its business in
such jurisdiction or (ii) permits, easements, consents or licenses required to carry on any material
portion of its business.

E. Other CFC Obligations. The Borrower shal l  be in breach or default of  any
Obligation, which breach or default continues uncured beyond the expiration of any applicable grace
period.

F. Other Obligations. The Borrower shall (i) fail to make any payment of any principal,
premium or any other amount due or interest on any indebtedness with parties other than CFC which
shall remain unpaid beyond the expiration of any applicable grace period, or (ii) be in breach or
default with respect to any other term of any evidence of any other indebtedness with parties other
than CFC or of any loan agreement, mortgage or other agreement relating thereto which breach or
default continues uncured beyond the expiration of any applicable grace period, if the effect of such
failure, default or breach is to cause the holder or holders of that indebtedness to cause that
indebtedness to become or be declared due prior to its stated maturity (upon the giving or receiving
of notice, lapse of time, both or otherwise)

Involuntary Bankruptcy. An involuntary case or other proceeding shal l  be
commenced against the Borrower seeking liquidation, reorganization or other relief with respect to it
or its debts under bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the
appointment of a trustee, receiver, liquidator, custodian or other similar official of it or any substantial
part of its property and such involuntary case or other proceeding shall continue without dismissal or
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stay for a period of sixty (60) days, or an order for relief shall be entered against the Borrower under
the federal bankruptcy laws or applicable state law as now or hereafter in effect.

H. Insolvency. The Borrower shall commence a voluntary case or other proceeding
seeking liquidation, reorganization or other relief with respect to itself or its debts under any
bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the appointment of a
trustee, receiver, liquidator, custodian or other similar official of it or any substantial part of its
property, or shall consent to any such relief or to the appointment of or taking possession by any
such official in an involuntary case or proceeding commenced against it, or shall make a general
assignment for the benefit of creditors, or shall admit in writing its inability to, or be generally unable
to, pay its debts as they become due, or shall take any action to authorize any of the foregoing.

I. Dissolution or Liquidation. Other than as provided in subsection H. above, the
dissolution or liquidation of the Borrower, or failure by the Borrower promptly to forestall or remove
any execution, garnishment or attachment of such consequence as will impair its ability to continue
its business or fulfill its obligations and such execution, garnishment or attachment shall not be
vacated within sixty (60) days. The term "dissolution or liquidation of the Borrower", as used in this
subsection, shall not be construed to include the cessation of the corporate existence of the Borrower
resulting either from a merger or consolidation of the Borrower into or with another corporation
following a transfer of all or substantially all its assets as an entirety, under the conditions set forth in
Section 5.02.A.

J. Material Adverse Change. Any material adverse change in the business or
condition, financial or otherwise, of the Borrower.

K. Monetary Judgment. The Borrower shall suffer any money judgment not covered by
insurance, writ or warrant of attachment or similar process involv ing an amount in excess of
$100,000 and shall not discharge, vacate, bond or stay the same within a period of sixty (60) days.

L. Nonmonetary Judgment. One or more nonmonetary judgments or orders (including,
without limitation, injunctions, writs or warrants of attachment, garnishment, execution, distrait,
replevin or similar process) shall be rendered against the Borrower that, either individually or in the
aggregate, could reasonably be expected to have a material adverse effect upon the business,
operations, prospects, assets, liabilities or financial condition of the Borrower.

ARTICLE VII

REMEDIES

Section 7.01 If any of the Events of Default listed in Section 6 hereof shall occur after the
date of this Agreement and shall not have been remedied within the applicable grace periods
specified therein, then CFC may:

(i)

(ii)

Cease making Advances hereunder,

Declare all unpaid principal outstanding on the Note, all accrued and unpaid interest
thereon, and all other Obligations to be immediately due and payable and the same
shall thereupon become immediately due and payable without presentment, demand,
protest or notice of any kind, all of which are hereby expressly waived,
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(iii) Exercise rights of setoff or recoupment and apply any and all amounts held, or hereby
held, by CFC or owed to the Borrower or for the credit or account of the Borrower
against any and all of the Obligations of the Borrower now or hereafter existing
hereunder or under the Note, including, but not l imited to, patronage capital
allocations and retirements, money due to Borrower from equity certificates purchased
from CFC, and any membership or other fees that would otherwise be returned to
Borrower but excluding any LCTCs purchased by the Borrower pursuant to this
Agreement. The rights of CFC under this section are in addition to any other rights
and remedies (including other rights of setoff or recoupment) which CFC may have.
The Borrower waives all rights of setoff, deduction, recoupment or counterclaim,

(iv) Pursue all rights and remedies available to CFC that are contemplated by the
Mortgage and the other Loan Documents in the manner, upon the conditions, and with
the effect provided in the Mortgage and the other Loan Documents, including, but not
limited to, a suit for specific performance, injunctive relief or damages,

(V) Pursue any other rights and remedies available to CFC at law or in equity.

Nothing herein shall limit the right of CFC to pursue all rights and remedies available to a creditor
Each right, power and remedy of CFC shall be

cumulative and concurrent, and recourse to one or more rights or remedies shall not constitute a
waiver of any other right, power or remedy.

following the occurrence of an Event of Default.

ARTICLE VIII

MISCELLANEOUS

Section 8.01 Notices. All notices, requests and other communications provided for herein
including, without limitation, any modifications of, or waivers, requests or consents under, this
Agreement shall be given or made in writing (including, without limitation, by telecopy) and delivered
to the intended recipient at the "Address for Notices" specified below, or, as to any party, at such
other address as shall be designated by such party in a notice to each other party, All such
communications shall be deemed to have been duly given (i) when personally delivered including,
without limitation, by overnight mail or courier service, (ii) in the case of notice by United States mail
certified or registered, postage prepaid, return receipt requested, upon receipt thereof, or (iii) in the
case of notice by telecopy, upon transmission thereof, provided such transmission is promptly
confirmed by either of the methods set forth in clauses (i) or (ii) above in each case given or
addressed as provided for herein. The Address for Notices at each of the respective parties is as
follows

National Rural Utilities Cooperative Finance Corporation
2201 Cooperative Way
Herndon, Virginia 20171-3025
Attention: Senior Vice President - Member Services
Fax # 703-709-5776

The Borrower

The address set forth in
Schedule 1 hereto

CFC LOANAG
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Section 8.02 Expenses. Borrower shall reimburse CFC for any reasonable costs and
out-of-pocket expenses paid or incurred by CFC (including, without limitation, reasonable fees and
expenses of outside attorneys, paralegals and consultants) for all actions CFC takes, (a) to enforce
the payment of any Obligation, to effect collection of any Mortgaged Property, or in preparation for
such enforcement or collection, (b) to institute, maintain, preserve, enforce and foreclose on CFC's
security interest in or Lien on any of the Mortgaged Property, whether through judicial proceedings or
otherwise, (c) to restructure any of the Obligations, (d) to review, approve or grant any consents or
waivers hereunder, (e) to prepare, negotiate, execute, deliver, review, amend or modify this
Agreement, (f) to prepare, negotiate, execute, deliver, review, amend or modify any other
agreements, documents and instruments deemed necessary or appropriate by CFC in connection
with any of the foregoing, and (g) to obtain any opinions required to be furnished upon a
Determination of Tax Credit Ineligibility and an extraordinary prepayment as set forth in Section 3.04
hereof or a rescission of excess money as set forth in Section 3.05 or a cancellation of excess
moneys as set forth in Section 3.06.

The amount of all such expenses identified in this Section 8.02 shall be secured by the
Mortgage and shall be payable upon demand, and if not paid, shall accrue interest at the Default
Rate.

Section 8.03 Late Payments. If payment of any amount due hereunder is not received at
CFC's office in Herndon, Virginia, or such other location as CFC may designate to the Borrower
within five (5) Business Days after the due date thereof, the Borrower will pay to CFC, in addition to
all other amounts due under the terms of the Loan Documents, any late payment charge as may be
fixed by CFC from time to time pursuant to its policies of general application as in effect from time to
time.

Section 8.04. Non-Business Day Payments. If any payment to be made by the Borrower
hereunder shall become due on a day which is not a Business Day, such payment shall be made on
the next succeeding Business Day and such extension of time shall be included in computing any
interest in respect of such payment.

Section 8.05 Filing Fees. To the extent permitted by law, the Borrower agrees to pay all
expenses of CFC (including the reasonable fees and expenses of its counsel) in connection with the
filing, registration, recordation or perfection of the Mortgage and any other security instruments as
may be required by CFC in connection with this Agreement, including, without limitation, all
documentary stamps, recordation and transfer taxes and other costs and taxes incident to execution,
filing, registration or recordation of any document or instrument in connection herewith. The Borrower
agrees to save harmless and indemnify CFC from and against any liability resulting from the failure to
pay any required documentary stamps, recordation and transfer taxes, recording costs, or any other
expenses incurred by CFC in connection with this Agreement. The provisions of this subsection shall
survive the execution and delivery of this Agreement and the payment of all other amounts due under
the Loan Documents.

Section 8.06 Waiver; Modification. No failure on the part of CFC to exercise, and no delay
in exercising, any right or power hereunder or under the other Loan Documents shall operate as a
waiver thereof, nor shall any single or partial exercise by CFC of any right hereunder, or any
abandonment or discontinuance of steps to enforce such right or power, preclude any other or further
exercise thereof or the exercise of any other right or power. No modification or waiver of any
provision of this Agreement, the Note or the other Loan Documents and no consent to any departure
by the Borrower therefrom shall in any event be effective unless the same shall be in writing by the

CFC LOANAG
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party granting such modification, waiver or consent, and then such modification, waiver or consent
shall be effective only in the specific instance and for the purpose for which given.

SECTION 8.97
JURY TRIAL.

GOVERNING LAW; SUBMISSION TO JURISDICTION; WAIVER OF

(A) THE PERFORMANCE AND CONSTRUCTION OF THIS AGREEMENT AND THE NOTE
SHALL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE
COMMONWEALTH OF VIRGINIA.

(B) THE BORROWER HEREBY SUBMITS TO THE NON-EXCLUSIVE JURISDICTION OF
THE UNITED STATES COURTS LOCATED IN VIRGINIA AND OF ANY STATE COURT SO
LOCATED FOR PURPOSES OF ALL LEGAL PROCEEDINGS ARISING OUT OF OR RELATING
TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY. THE BORROWER
IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY
OBJECTIONS THAT IT MAY NOW OR HEREAFTER HAVE TO THE ESTABLISHING OF THE
VENUE OF ANY SUCH PROCEEDINGS BROUGHT IN SUCH A COURT AND ANY CLAIM THAT
ANY SUCH PROCEEDING HAS BEEN BROUGHT IN AN INCONVENIENT FORUM

(C) THE BORROWER AND CFC EACH HEREBY IRREVOCABLY WAIVES, TO THE
FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY AND ALL RIGHT TO TRIAL BY
JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT
OR THE TRANSACTIONS CONTEMPLATED HEREBY

SECTION 8.08 INDEMNIFICATION. THE BORROWER HEREBY INDEMNIFIES AND
AGREES TO HOLD HARMLESS, AND DEFEND CFC AND ITS MEMBERS, DIRECTORS
OFFICERS. EMPLOYEES. AGENTS, ATTORNEYS AND REPRESENTATIVES (EACH AN
INDEMNITEE") FOR, FROM, AND AGAINST ALL CLAIMS, DAMAGES, LOSSES, LIABILITIES

COSTS, AND EXPENSES (INCLUDING, WITHOUT LIMITATION, COSTS AND EXPENSES OF
LITIGATION AND REASONABLE ATTORNEYS' FEES) ARISING FROM ANY CLAIM OR DEMAND
IN RESPECT OF THIS AGREEMENT AND THE OTHER LOAN DOCUMENTS, THE MORTGAGED
PROPERTV. OR THE TRANSACTIONS DESCRIBED IN THIS AGREEMENT AND THE OTHER
LOAN DOCUMENTS AND ARISING AT ANY TIME, WHETHER BEFORE OR AFTER PAYMENT
AND PERFORMANCE OF ALL OBLIGATIONS UNDER THIS AGREEMENT AND THE OTHER
LOAN DOCUMENTS IN FULL. EXCEPTING ANY SUCH MATTERS ARISING SOLELY FROM THE
GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF CFC OR ANY INDEMNITEE INCLUDING
WITHOUT LIMITATION ANY DETERMINATION MADE OR OTHER ACTION TAKEN BY CFC
PURSUANT TO SECTIONS 3.04, 3.05 and 3.06 OF THIS AGREEMENT. NOTWITHSTANDING
ANYTHING TO THE CONTRARY CONTAINED IN SECTION 8.10 HEREOF, THE OBLIGATIONS
IMPOSED UPON THE BORROWER BY THIS SECTION SHALL SURVIVE THE REPAYMENT OF
THE NOTE. THE TERMINATION OF THIS AGREEMENT AND THE TERMINATION OR RELEASE
OF THE LIEN OF THE MORTGAGE

Section 8.09 Complete Agreement. This Agreement, together with the schedules to this
Agreement, the Note and the other Loan Documents, and the other agreements and matters referred
to herein or by their terms referring hereto, is intended by the parties as. a final expression of their
agreement and is intended as a complete statement of the terms and conditions of their agreement
In the event of any conflict in the terms and provisions of this Agreement and any other Loan
Documents, the terms and provisions of this Agreement shall control

CFC LOANAG
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Section 8.10 Survival; Successors and Assigns. All covenants, agreements,
representations and warranties of the Borrower which are contained in this Agreement shall survive
the execution and delivery to CFC of the Loan Documents and the making of the Loan hereunder
and shall continue in full force and effect until all of the obligations under the Loan Documents have
been paid in full. All covenants, agreements, representations and warranties of the Borrower which
are contained in this Agreement shall inure to the benefit of the successors and assigns of CFC. The
Borrower shall not have the right to assign its rights or obligations under this Agreement without the
prior written consent of CFC, except as provided in Section 5.02.A hereof.

Section 8.11 Use of Terms. The use of the singular herein shall also refer to the plural, and
vice versa.

Section 8.12 Headings. The headings and sub-headings contained in this Agreement are
intended to be used for convenience only and do not constitute part of this Agreement.

Section 8.13 Severability. If any term, provision or condition, or any part thereof, of this
Agreement, the Note or the other Loan Documents shall for any reason be found or held invalid or
unenforceable by any governmental agency or court of competent jurisdiction, such invalidity or
unenforceability shall not affect the remainder of such term, provision or condition nor another term,
provision or condition, and this Agreement, the Note and the other Loan Documents shall survive and
be construed as if such invalid or unenforceable term, provision or condition had not been contained
therein.

Section 8.14 Binding Effect. This Agreement shall become effective when it shall have
been executed by both the Borrower and CFC and thereafter shall be binding upon and inure to the
benefit of the Borrower and CFC and their respective successors and assigns.

Section 8.15 Counterparts. This Agreement may be executed in one or more counterparts,
each of which will be deemed an original and all of which together will constitute one and the same
document. Signature pages may be detached from the counterparts and attached to a single copy of
this Agreement to physically form one document.

Section 8.16 Disclosure. This Agreement and any other Loan Document may be shared
by CFC with such Persons as shall be required in order to facilitate the issuance of the CREBs,
including, but not limited to, its attorneys, underwriters and investors in the CREBs.

Section 8.17 Schedule 1. Schedule 1 attached hereto is an integral part of this Agreement.

CFC LOANAG
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed
as of the day and year first above written.

(SEAL)

By:

SULPHUR SPRINGS VALLEY
ELECTRIC COOPERATIVE, INC.

~.Q~»<, w I \ I

Title: 'P r-.¢ s ; .L ¢ J'

/

Attest: /cf
"c-rataf'5

CREDEN w. HUBER
CHIEF EXECUTIVE OFFICEFI

NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE CORPORATION

(SEAL)

/4/vm/w 4wM CO
Assistant Secretary-Treasurer

MARIANNE L DUSOLD

Attest
Assi's{ant Secretary-Treasurer

CRAIG COLANTONI

al
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SCHEDULE 1

The purpose of this loan is to finance (i) the reimbursement of the cost of the Project of the
Borrower, including any reasonable costs and expenses incurred by the Borrower in
connection with financing the Project, as described and permitted by the terms of the Project
Agreement and (ii) a portion of CFC's costs in issuing the CREBs as set forth in Section
3.02.A.

The Project of the Borrower being financed by the Loan (funded by proceeds of the CREBs)
constitutes the following clean renewable energy facilities:

Benson United School District Photovoltaic Solar Automobile Parking Shade Structure

This project will place photovoltaic modules costing $280,000 each, that will produce 23 kW
of electricity in the shade structures in the three Benson Unified School District schools. The
PV structure will provide electricity to the respective school with excess power flowing to the
B0IT0Wel*$ system.

Subject to the terms of this Agreement, CFC has agreed to loan to the Borrower from
proceeds of the CREBs, an amount not to exceed $840,000.00 (the "CFC Commitment").

Draw Period shall mean the period beginning on the Closing Date and ending on the date that
is five (5) years thereafter.

The Borrower shall not purchase the LCTCs or any portion thereof with funds from the Loan.
The Borrower shall use its own funds or funds borrowed under another credit facility to
purchase such LCTCs, subject to the CFC policies regarding LCTCs set forth in the following
paragraph.

CFC Policies Regarding LCTCs' (i) Any solvent Member of CFC with an outstanding LCTC
purchased in connection with a loan from the proceeds of Securities may borrow the
outstanding amount of the LCTC from CFC without a further credit review, for a term equal to
or shorter than the maturity of the LCTC at a rate equal to the comparable rate charged by
CFC for similarly classified loans, and (ii) any Member of CFC with an outstanding LCTC
purchased in connection with a loan from the proceeds of Securities may sell such LCTC to
another Member of CFC for consideration.

The Mortgage shall mean the Restated Mortgage and Security Agreement, dated as of
December 6, 2007, between the Bon'ower and CFC, as it may have been supplemented,
amended, consolidated, or restated from time to time.

The Note executed pursuant hereto is as follows:

8. The Subsidiaries of the Borrower referred to in Section 2.01.B. are: None

The date of the Borrower's balance sheet referred to in Section 2.01 .H is June 30, 2006.

CFC LOANAG
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10.

11.

The Borrowerls exact legal name is: Sulphur Springs Valley Electric Cooperative, inc.

The Borrower's organizational type is: Corporation

12. The Borrower is organized under the laws of the state of: Arizona

13. The Borrower's organizational identification number is: 0038220-2

14. The place of business or, if more than one, the chief executive office of the Borrower referred
to in Section 2.01 .I is 311 East Wilcox, Sierra Vista, Arizona 85635.

15. The Governmental Authority referred to in
Commission

Section 2.01.J. is: Arizona Corporation

16. The address for notices to the Borrower referred to in Section 8.01 is 311 East Wilcox,
Sierra Vista, Arizona 85635, Attention: General Manager, Fax: (520) 384-5223
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Borf°wername&.l9: §4!Qnw$nrinQs valley Electric Coopéaiixié, ln¢..=eAiEr149
LoanNumher:.iM(844-A»QD31~CBOG1

Ergjéct=Agreemes1t with QFG dated:
GREets Series:
CFG CREBs Mbplicatioi*r#:..3 .
Nameof Benséitt Uriilied School Distrim PhotovoltalcSolar Automobile Parking ShadeStrutztUre
Eunds Requisitrds1stazément No.:

Exhibit A - Funds Requisition Statement

Amount Requested:
Date Of Advance:

Disposition of Funds (wiring instructions):

Certification

Acting on behalf of the BorroWer, I hereby certify that as of the date below: (1) I am duly
authorized to Make this certification and to request funds on the terms specified herein;
(2) the Borrower .has met. all. of=the conditions contained in the Loan AgreemeNt aNd the
Project AgreeMentliSted above governing the terms of this Advance that the Borrower is .
required to meet Prior to aN Of funds; (3) all. of the representations andwarrantieS
contained in said Loan AgreeMent and ProjectAgreement are trite.and Will continue to be
true upon use of the funds.aS. hereby requeSted,'.(4) No Event of Default, under the= Loan
Agreement or the Borrower's Mortgage, has occurred and is continuing, (5) Ikhow Of no

.other event that has occurred which, with the lapse of time and/or notification to CFC of such
event, or after giving effect to this Advance, would become an Event of Default under the
Loan Agreement or the Borrower's Mortgage; (5) the funds requested herself will be Used
rinlyw as a reimbursement for the purposes specified.in the Loan AgreeMent and the

(7) the rests liege réirnbursed by the funds . requested .herein are capital
expenditLnres.andhave.not pregttiOtiSlybeen reimbursed Under apreviouS Funtile. ReeuieitiOn
Statement; (8) the B0rrowerhessecured sufficient funds to comp.lete the. PrOtect; (QM
rneoessary nerrnirs and =apprevéls requiredfor the Project at this point haVe been Obtained;
(10) the Borrriwer is maintaining a file containing true and'colTect copies cfinvoices or bills
of slate covering. all items for which.payment .is Sought. by this request; (11)=.Sui8lN costs have

E inc£lrre§l.and.§aidby.the . Bertblwer==incennection with. the Project; (12) the'..Bor1lewer1.is
i3si¥18f'ii%tn1i<3ré r3§NuesIed hereby to make anypayments Cr pnrlegal er:.i@tereeg e

(181n§ 'experitliture which is being re'wntNi fseN .Ny tl'ie~' f£inds
.wee §elrl2=more than eighteen menthe after the later of  (l) the deté the

§l3I€tli@ Pl'9f€d5 iS plaCedinrserniee, but in=.n6~event.latél8tl?tr;tn .
wasNetélz anti 11.4ys§t. fern belbwis as »

table of the eiojeiit, is tine re2iue§red..in.tnis
Fuhtis Retquisltign anadvance for certain. much has been
edvancerl gif l ~ tO date, the percentage Ooinpeneht that is ciéMpletéd
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Percentage
Complete
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4, 28

to date, and the purpose of the advance(s) being requested by this Funds Requisition
Statement.

I hereby authorize CFC, for and on behalf of the Borrower, to forward this Funds Requisition
Statement to the Trustee for disbursement of the Advance from the Project Account relating
to the above Loan to the Borrower on the following terms, and hereby acknowledge and
agree that such terms shall be binding upon Borrower under the provisions of the Loan
Agreement governing this Advance:

I

Certified By:

Signature Date Title of Authorized Officer

PLEASE FAX TO 703-709-6776 ATTN Associate Vice President

APPROVED

NATIONAL RURAL UTILITIES COOPERATIVE FINANCE CORPORATION

By
Title
Date

CFC LOANAG
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EXHIBIT B

BRING-DOWN CERTIFICATE
OF

BORROWER

T h e  u n d e rs i g n e d , ,  d u l y  q u a l i f i e d  o f f i c e r s  o f  S U L P H U R  S P R I N G S
VALLEY ELECTRI C  COOPERATI VE ,  I NC .  ( t he  "Bor rower" ) ,  an  A r i zona  co rpora t i on ,  he reby  ce r t i f y
as fo l lows:

1 . T he  f o l l ow i ng  docum en t s  have  been  du l y  execu t ed ,  and  de l i ve red  o r  accep t ed  i n  t he
name and on behal f  o f  the Borrower by the author ized of f i cer or of f i cers of  the Borrower pursuant  to ,
and in fu l l  compl iance wi th,  authori ty granted by the Board of  Trustees/Di rectors of  the Borrower:

DOCUMENT DATE OTHER PARTY OR PARTIES

Loan Agreement  ( t he
"Agreement " )

I 2 0 0_ Nat ional  Rural  Ut i l i t ies Cooperat ive
F inance Corpora t i on ( "CFC")

Pro ject  Agreement ( the "Project
Agreement " )

t 2 0 0_

Note ( the "Nofe" ) l 2 0 0

2 . Each o f  t he representa t i ons and warrant ies  o f  t he Borrower i n  t he Loan Agreement  and
the Pro ject  Agreement are t rue a n d correct on and as of  the da t e hereof  ( t he "Closing Date"), and the
Borrower has compl ied w i th  a l l  agreements and sat i s f i ed a l l  condi t i ons on i t s  part  t o  be observed or
sat isf ied thereunder at  or prior to the Closing Date.

In WITNESS WHEREOF,  the undersigned have hereunto set  thei r  s ignatures th is
,  2008.

day  o f

S U L P H U R  S P R I N G S  V A L L E Y  E L E C T R I C
C O O P E R A T I V E ,  I N C .

B y
Ti t le:

B y
Ti t le:

CFC LOANAG
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EXHIBIT C

COMPLETION CERTIFICATE

OF

BORROWER

Pursuant to the Loan Agreement dated as of by and between SULPHUR
SPRINGS VALLEY ELECTRIC COOPERATIVE, INC. (the "Borrower") and National RuraI Utilities
Cooperative Finance Corporation ("CFC") relating to CFC Loan Number AZ014~A-9031-CB001 (the
"Loan Agreement"), the undersigned, , duly qualified officer of the
Borrower, hereby certifies as follows:

(i) On [date of completion] all portions of the Project (as defined in the Loan
Agreement) have been fully completed substantially in accordance with any plans and
specifications therefore, as then amended, and

(ii) Amount advanced on the Loan (as defined in the Loan Agreement) and the
use of the property financed, refinanced or reimbursed therefrom will not cause any of the
representations or certifications contained in the Project Agreement (as defined in the Loan
Agreement) to be untrue or result in a violation of any covenant in the Project Agreement.

IN WITNESS WHEREOF, the undersigned have hereunto set his/her signature this
, 20 .

day of

SULPHUR SPRINGS VALLEY ELECTRIC
COOPERATIVE, INC.

By
Title:
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EXHIBIT D

TERMINATION CERTIFICATE

OF

BORROWER

Pursuant to the Loan Agreement dated as of by and between SULPHUR
SPRINGS VALLEY ELECTRIC COOPERATIVE, INC. (the "Borrower") and National Rural Utilities
Cooperative Finance Corporation ("CFC") relating to CFC Loan Number AZ014.A~9031-CB001 (the
"Loan Agreement"), the undersigned, , duly qualified officer of the
Borrower, hereby certifies as follows:

(i) all portions of the Project (as defined in the Loan Agreement) have not been
fully completed substantially in accordance with any plans and specifications therefor, as then
amended,

(ii) no further acquisition, construction or installation will occur with respect to the
Project (as defined in the Loan Agreement), and

(iii) the Borrower does not intend to request any further Advances (as defined in
the Loan Agreement) on the Loan (as defined in the Loan Agreement).

IN WITNESS WHEREOF, the undersigned have hereunto set hisser signature this
I 20 .

day of

SULPHUR SPRINGS VALLEY ELECTRIC
COOPERATIVE, INC.

By
Title:

CFC LOANAG
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SECURED PROMISSORY NOTE

$560,000.00 dated as of

SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC., an Arizona corporation
(the "Borrower"), for value received, hereby promises to pay, without setoff, deduction,
recoupment or counterclaim, to the order of NATIONAL RURAL UTILITIES COOPERATIVE
FINANCE CORPORATION (the "Payee"), at its office in Hemdon, Virginia office or such other
location at its office in Hemdon, Virginia or such other location as the Payee may designate to
the Borrower, in lawful money of the United States, the principal sum of FIVE HUNDRED SIXTY
THOUSAND AND 00/100 DOLLARS ($560,000.00), or such lesser sum of the aggregate
unpaid principal amount of all advances made by the Payee pursuant to that certain Loan
Agreement dated as of even date herewith between the Borrower and the Payee, as it may be
amended from time to time (herein called the "Loan Agreement"), and to pay interest on all
amounts remaining unpaid hereunder from the date of each advance in like money, at said
office, at the rate and in amounts and payable on the dates provided in the Loan Agreement
together with any other amount payable under the Loan Agreement. If not sooner paid, any
balance of the principal amount and interest accrued thereon shall be due and payable on the
Maturity Date.

This Note is secured under a Restated Mortgage and Security Agreement, dated of
December 6, 2007 between the Borrower and the Payee, as it may have been or shall be
supplemented, amended, consolidated or restated from time to time ("Mortgage"). This Note is
one of the Notes referred to in, and has been executed and delivered pursuant to, the Loan
Agreement.

The principal hereof and interest accrued thereon and any other amount due under the
Loan Agreement may be declared to be forthwith due and payable in the manner, upon the
conditions, and with the effect provided in the Mortgage or the Loan Agreement.

The Borrower waives demand, presentment for payment, notice of dishonor, protest,
notice of protest, and notice of non-payment of this Note,

IN WITNESS WHEREOF the Borrower has caused this Note to be signed in its corporate
name and its corporate seal to be hereunto af6xed and to be attested by its duly authorized
officers, all as of the day and year first above written.

SULPHUR SPRINGS VALLEY
ELECTRIC COOPERATIVE, INC.

(SEAL)
p

PI~¢SI` ¢.V-7-

m P

Title

Attest

Loan No. AZ014-A-9034-CB001

C H E D E N  w .  H U B E R
CHIEF EXECUTIVE OFFICEP

CFC NOTE
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PROJECT AGREEMENT

OF

SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE,INC. (THE "BoR1¢owER")

DATED: as of I 9/8V W7
The undersigned is a duly qualified officer of the Borrower named above and, as such

officer, is familiar with (i) the properties, affairs and records of the Borrower, (ii) the issuance of
the Securities (as hereinafter defined) and the use of the proceeds thereof as it relates to the
Borrower and (iii) the Project, as hereinafter defined.

In connection with the issuance of the Clean Renewable Energy Bonds (Cooperative
Renewable Energy Projects) Series 2008A (the "Securities "),being issued by the National Rural
Utilities Cooperative Finance Corporation (the "Issuer"), the undersigned hereby certifies and
covenants regarding the use of the proceeds of the Securities advanced to the Borrower, as
follows:

1. General.

1.1 This Project Agreement is made pursuant to Section 54 of the Internal Revenue
Code of  1986, as amended (the "Code"), and any United States Treasury
regulations and odder guidance thereunder to make the certifications required by
Section 54 of the Code and any United Stares Treasury regulations and other
guidance thereunder and to establish the reasonable expectations of the Borrower
with respect to the amount and use of amounts to be advanced to the Borrower
pursuant to the Loan Agreement dated as of even date herewith between the
Issuer and the Borrower (the "Loan Agreement"). Capitalized terms used herein
are defined where they first appear or are defined inExhibit A attached hereto

1.2 This Project Agreement is based on facts and estimates in existence on the date
hereof and the continued veracity of these facts and estimates as of the date that
the Securities are issued (the "Closing") will be confirmed by the Borrower on
the date of Closing, and on the basis of such facts and estimates, the Borrower
expects that the events described herein will occur. To the best  of  the
undersigned's knowledge, information, and belief, the expectations contained in
this Project Agreement be reasonable.

1.3 The Borrower is a Qualified Borrower, as defined in Exhibit A, and is responsible
for the acquiring/constructing/equipping of the Project (defined below). The
undersigned has reviewed this Project Agreement, as well as the provisions of
Section 54 of the Code and any United States Treasury regulations and other

CFC DOC
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guidance thereunder, with its own legal counsel and understands and is familiar
with this Project Agreement and the provisions of Section 54 and any United
States Treasury regulations and other guidance thereunder. The Borrower will
comply in all respects with the provisions of Section 54 and any United States
Treasury regulations and other guidance thereunder.

1.4 The Borrower agrees to keep and retain or cause to be kept and retained sufficient
records to demonstrate compliance with the covenants in this Project Agreement
Such records shall include, but are not limited to, basic records relating to the
issuance of the Securities (including this Project Agreement and the inducement
resolution as described in Section 3.3 hereof), documentation evidencing the
expenditure of  amounts advanced to the Borrower pursuant to the Loan
Agreement, documentation evidencing the use of property financed with amounts
advanced to the Borrower pursuant to the Loan Agreement, and documentation
evidencing all sources of payment or security maintained by the Borrower for
amounts advanced to the Borrower pursuant to the Loan Agreement. Such
records shall be kept until the date three (3) years after the CREB Maturity Date

1.5 Neither the Borrower nor any Related Person (as defined in Exhibit A) to the
Borrower will purchase any Securities.

2. Qualified Project.

2. 1 The Loan Agreement requires the amounts advanced thereunder to be used for
facilities to be owned by the Borrower, described in more detail in Section 2.2
hereof and in Exhibit 8 attached hereto as the "Updated Description of the
Project" (the "Project"). The Project was originally described in an exhibit to the
Application for National Clean Renewable Energy Bond Limitation submitted to
the Lntemal Revenue Service by the Issuer in support of the national clean
renewable energy bond allocation received by the Issuer, which "Original
Description of the Project" is attached hereto as Exhibit C

2.2 The Project is a Solar Energy Facility (the "Qua lyjfing Facility"), as defined in
Exhibit A and property functionally related and subordinate thereto, as further
described in Exhibit B, attached hereto.

3. Clean Renewable Energy Bonds Qualification.

3.1 At least 95 percent of the proceeds advanced to the Borrower pursuant to the Loan
Agreement will be used by the Borrower for capital expendihires with respect to
the Project. None of the proceeds of the Loan (as defined in the Loan Agreement)
will be paid to the Issuer, the Borrower or any Related Person to the Issuer or the
Borrower, except for amounts paid to the Borrower to reimburse the Borrower for
actual and direct expenditures relating to the Project paid by the Borrower to
persons other than the Issuer, the Borrower or any Related Person to the Issuer or
the Borrower.

CFC DOC
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3.2 The Borrower has incurred or will, within six months of the Closing Date, incur a
substantial binding obligation (not subject to contingencies within the control of
the Issuer, the Borrower or any Related Person to either of them) to a third party
to expend at least ten percent of the Loan Amount (i.e. the total amount to be
advanced to the Borrower pursuant to the Loan Agreement). It is expected that
the work of acquiring/constructing/equipping the Project and the expenditure of
the Loan Amount will proceed with due diligence through September 22,'2008, at
which time it is anticipated that the Loan Amount will have been spent in its
entirety. The Borrower acknowledges that, to the extent that less than 95 percent
of the Loan Amount is expended by a date five years from the date of issuance of
the Securities, the Borrower will be required to prepay its Loan in an amount, and
the Issuer will redeem Securities at the end of such five-year period in an amount
necessary to maintain the tax credit with respect to the Securities, unless
otherwise permitted by Section 6.5 hereof

It is expected that all amounts advanced to the Borrower under the Loan
Agreement will be spent to pay costs of the Project in accordance with the
estimated periodic drawdown schedule contained in Exhibit D, attached hereto
The assumptions set forth in this Section 3.2 and on Exhibit D, attached hereto
represent the Borrower's best estimate, as of this date, of the periodic drawdown
schedule of the Loan Amount

3.3 The Borrower may use amounts advanced to the Borrower under the Loan
Agreement to reimburse itself for expenditures paid prior to the date of issuance
of the Securities. The Borrower shall reimburse itself for expenditures paid prior
to the date of issuance of the Securities only if such expenditure was paid after the
Borrower adopted an inducement resolution, and the expenditure is described in
such inducement resolution

The Borrower shall use proceeds of the Loan to reimburse itself for
expenditures paid prior to the date the Securities were issued only if such
reimbursement is made within eighteen months after the later of (i) the date
the expenditure is paid or (ii) the date the Project is placed in service, but in
no event later than three years after the date the original expendihxre was
paid

Except for any reimbursement allowed under this Section 3.3, no portion of the
proceeds advanced to the Borrower will be used to pay for expenditures relating
to acquiring existing facilities (as contrasted with costs of enhancements, repair or
rehabilitation of existing facilities)

3.4 Neither the Project nor any portion thereof has been, is expected to be, or will be
sold or otherwise disposed of, in whole or in part, prior to the last maturity date of
the Securities

CFC DOC
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3.5 The Borrower has entered into the Loan Agreement of even date hereof under
which it is committed to borrow $560,000 from the Issuer of the Securities and
the Borrower reasonably expects to borrow and expend the full amount of such
commitment.

3.6 At least 75% of the Loan Amount is expected to be used for Construction
Purposes.

3.7 The Borrower will not use proceeds of the Loan (i) to pre-pay for goods or
services to be received over a period of years prior to the date such goods or
services are to be received, or (ii) to pay for or otherwise acquire goods or
services from an Affiliated Person, as defined inExhibit A.

3.8 The Borrower shall at all times be a Qualified Borrower.

4. Remedial Action.

4.1 The Borrower agrees to operate the Project as a Qualifying Facility.

The Borrower aclmowledges that if  property f inanced with proceeds of the
Securities advanced to the Borrower is operated in a manner other than as a
Qualifying Facility such operation may constitute a "deliberate action" that may
require remedial actions to prevent the tax credit being produced by the Securities
from being disallowed.

The Borrower shall promptly contact the Issuer as provided in Section 6.3 hereof
if it considers operating property financed with proceeds of the Loan other than as
a Qualifying Facility.

4.2 The Borrower acknowledges that if property financed with proceeds of the Loan
is sold or otherwise disposed of in a manner contrary to the prov isions of
Section 3.4 hereof, such sale or disposition may constitute a "deliberate action"
that may require remedial actions to prevent the tax credit being produced by the
Securities from being disallowed. If the Borrower considers the sale or other
disposition of property financed with proceeds of the Loan, it shall promptly
contact the Issuer, in the manner set forth in Section 6.3 hereof

5. Funds and Accounts, Investments.

5.1 After the issuance of the Seciuities, neither the Borrower nor any Related Person
to the Borrower has or will have any property, including cash, securities or any
other property held as a passive vehicle for the production of income or for
investment purposes, that constitutes:

( i ) amounts that have a sufficiently direct nexus to the Securities or to
the governmental purpose of die Securities to conclude that the amounts would
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have been used for that governmental purpose if the Securities were not used or to
be used for that governmental purpose (the mere availability or preliminary
earmarking of such amounts for a governmental purpose, however, does not itself
establish such a sufficient nexus);

(i i) amounts in a debt service fund, redemption fund, reserve fund
replacement fund or any similar iilnd to the extent reasonably expected to be used
directly or indirectly to pay principal of or interest on the Securities or any
amounts for which there is provided, directly or indirectly, a reasonable assurance
that the amount will be available to pay principal of or interest on the Securities or
any credit enhancement or liquidity device with respect to the Securities, even if
the Issuer, the Borrower or any Related Person to either of them encounter
financial difficulties; or

(i i i ) any amounts held pursuant to any agreement (such as an agreement
to maintain certain levels of types of assets) made for the benefit of the holders of
the Securities or any credit enhancement provider, including any liquidity device
or negative pledge (e.g., any amount pledged to pay principal of or interest on an
issue held under an agreement to maintain the amount at a particular level for the
direct or indirect benefit of holders of the Securities Or a guarantor of the
Securities).

No compensating balance, liquidity account, negative pledge of property held for
investment purposes required to be maintained at least at a particular level or
similar arrangement exists with respect to, in any way, the Securities or any credit
enhancement or liquidity device related to the Securities.

5.2 During the acquiring/constructinyequipping of the Project, the Borrower will
only draw down amounts from the Issuer for capital expenditures already paid by
the Borrower.

5.3 Neither the Borrower nor any Related Person to the Borrower will enter into any
hedge (e.g., an interest rate swap, interest rate cap, futures contract, forward
contract or an option) with respect to the Loan or the Securities.

5.4 All property subject to the Mortgage is and will be used by the Borrower in the
conduct of its trade or business. The Borrower reasonably expects to repay the
Loan from current operating revenues. The Mortgage does not require that cash
securities, obligations, annuity contracts or other property held principally as a
passive vehicle for the production of income be maintained, individually or
collectively, at any particular level.

6. Miscellaneous.

6.1 This Project Agreement shall be governed by and construed in accordance with
the laws of the Commonwealth of Virginia.

CFC DOC
AZD14-A-9034-CB001 (JABLONJ)
117026- 1



6.2 Prior to the date 15 days before the Securities were sold, neither the Borrower nor
any Related Person to the Borrower has sold or delivered any obligations that are
reasonably expected to be paid out of substantially the same source of funds as the
Securities. Neither the Borrower nor any Related Person to the Borrower will sell
or deliver within 15 days after the date hereof any obligations that are reasonably
expected to be paid out of substantially the same source of funds as the Securities

6.3 All notices provided for herein shall be given or made in writing (including
without limitation, by telecopy) and delivered to the Issuer at the "Address for
Notices" specified below. All such communications shall be deemed to have
been duly given (i) when personally delivered including, without limitation, by
overnight mail or courier service, (ii) in the case of notice by United States mail
certified or registered, postage prepaid, return receipt requested, upon receipt
thereof, or (iii) in the case of notice by telecopy, upon transmission thereof]
provided such transmission is promptly confirmed by either of the methods set
forth in clauses (i) or (ii) above in each case given or addressed as provided for
herein. The Address for Notices of the Issuer is as follows

National Rural Utilities Cooperative Finance Corporation
2201 Cooperative Way
Herndon, Virginia 20171-3025
Attention: Senior Vice President - Member Services
Fax #703-709-6776

6.4 The Borrower represents that it has not been contacted by the Internal Revenue
Serv ice or any issuer of bonds, the proceeds of which were loaned to the
Borrower regarding any examination of any tax exempt bonds issued for the
benefit of the Borrower. To the best of the knowledge of the Borrower, no such
obligations of the Borrower are currently under examination by the Internal
Revenue Service

6.5 Any restriction or covenant contained herein need not be observed or may be
changed if such nonobservance or change will not result in the loss of any tax
credit under Section 54 of the Code for the purpose of federal income taxation to
which the Securities is otherwise entitled and the Borrower receives an opinion of
Bond Counsel to such effect and the Issuer agrees to such nonobservance or
change

6.6 If any clause, provision or section of this Project Agreement is led invalid by
any court of competent jurisdiction, die invalidity of such clause, provision or
section shall not affect any of the remaining clauses, sections or provisions hereof

6.7 The terms, provisions, covenants and conditions of this Project Agreement shall
bind and inure to the benefit of the respective successors and assigns of the Issuer
and the Borrower
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6.8 This Project Agreement shall terminate on the date three (3) years after the CREB
Maturity Date

CFC DOC
A2014-A-9034-CB001 (JABLONJ)
117028-1



\

The undersigned acknowledge that this Project Agreement is given as a basis for an
opinion of the law firm of Chapman and Cutler LLP, Chicago, Illinois, and such firm is hereby
authorized to rely on this Project Agreement.

DATED as of the day and year first above written.

SULPHUR SPRINGS VALLEY ELECTRIC
COOPERATIVE, INC.

By M_ .~ . \ I \
Title F r - ¢ s ¢-,L¢_..'7'
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EXHIBIT A

DEFINITIONS

Affiliated Person " means any Person that (a) at any time during the six months prior to
the Closing Date, (i) has more than five percent of the voting power of the governing body of the
Issuer or the Borrower in the aggregate vested in its directors, officers, owners, and employees or
(ii) has more than five percent of the voting power of its governing body in the aggregate vested
in directors, officers, board members, owners, members or employees of the Issuer or the
Borrower or (b) during the one-year period beginning six months prior to the Closing Date, (i)
the composition of the governing body of which is modified or established to reflect (directly or
indirectly) representation of the interests of the Issuer or the Borrower (or for which an
agreement, understanding, or arrangement relating to such a modification or establishment
during that one-year period) or (ii) the composition of the governing body of the Issuer or the
Borrower is modified or established to reflect (directly or indirectly) representation of the
interests of such Person (or for which an agreement, understanding, or arrangement relating to
such a modification or establishment during that one-year period)

Bond Counsel" means Chapman and Cutler LLP or any other nationally recognized
firm of attorneys experienced in the field of municipal obligations whose opinions are generally
accepted by purchasers of municipal obligations

Closing Date " means the date the Issuer issues the Securities

Code " means the Internal Revenue Code of 1986, as amended

Constructed Personal Property " means tangible personal property (or, if acquired
pursuant to a single acquisition contract, properties) or Specially Developed Computer Software
if(i) a substantial portion of the property or properties is completed more than six (6) months
after the earlier of the date construction or rehabilitation commenced and the date the Borrower
entered into an acquisition contract, (ii) based on the reasonable expectations of the Borrower, if
any, or representations of the person constructing the property, with the exercise of due
diligence, completion of construction or rehabilitation (and delivery to the issuer) could not have
occurred within that six-month period; and (iii) if the Borrower itself builds or rehabilitates the
property, not more than 75 percent of the capitalizable cost is attributable to property acquired by
the Borrower (e.g., components, raw materials, and other supplies)

Construction Purposes " means capital expenditures that are allocable to the cost of Real
Property or Constructed Personal Property. Except as provided in the next succeeding sentence
construction expenditures do not include expenditures for acquisitions of interests in land or
other existing real property. Expenditures are not for the acquisition of an interest in existing
real property other than land if the contract bewveen the seller and the Borrower requires the
seller to build or install the property (e.g., a turnkey contract), but only to the extent that the
property has not been built or installed at the mc the parties enter into the contract
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"Control" means the possession, directly or indirectly through others, of either of the
following discretionary and non-ministerial rights or Powers over another entity (i) to approve
and to remove without cause a controlling portion of the governing body of a Controlled Entity,
or (ii) to require the use of funds or assets of a Controlled Entity for any purpose.

"Controlled Entity" means any entity or one of a group of entities that is subject to
Control by a Controlling Entity or group of Controlling Entities.

"Controlled Group" means a group of entities directly or indirectly subject to Control by
the same entity or group of entities, including the entity that has the Control of the other entities.

"Controlling Entity " means any entity or one of a group of entities directly or indirectly
having Control of any entities or group of entities.

"CREB Maturity Date " shall have the meaning ascribed to it in the Loan Agreement.

"Governmental Body" means any State, territory, possession of the United States, the
District of Columbia, Indian tribal government, and any political subdivision thereof

"Mortgage" means the mortgage and security agreement applicable to substantially all
of theproperty of the Borrower.

"Qualified borrower" means (i) a mutual or cooperative electric company described in
Sections 501(c)(12) or 1381(a)(2)(C) of the Code, or (ii) a Governmental Body (as defined
above).

"Real Property" means land and improvements to land, such as buildings or other
inherently permanent structures, including interests in real property, For example, real property
includes wiring in a building, plumbing systems, central heating or air-conditioning systems,
pipes or ducts, elevators, escalators installed in a building, paved parldng areas, roads, wharves
and docks, bridges, and sewage lines.

"Related Person " means any member of the same Controlled Group as the Issuer or the
Borrower and any person related to the Issuer or a Borrower within the meaning of
Section 144(a)(3) of the Code.

"Solar Energy Facility " means a facility using solar energy to produce electricity.

"Specially Developed Computer Software" means any programs or routines used to
cause a computer to perform a desired task or set of tasks, and the documentation required to
describe and maintain those programs, provided that the software is specially developed and is
functionally relatedand subordinate to real property or other constructed personal property.

"Tangible Personal Property" means any tangible property other than real property,
including interests in tangible personal property, For example, tangible personal property
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includes machinery that is not a structural component of a building, subway cars, fire trucks
automobiles, office equipment, testing equipment, and furnishings
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EXHIBIT B

UPDATED DESCRIPTION OF THE PROJECT

CFC Application

Bond Proceeds Needed for Project

Bond Allocation Requested and Received:

No. 4 Sulphur Springs Valley Electric Cooperative, Inc.

$560,000

$560,000

Name of  Pro ject B ow i e  U n i f i ed  S choo l District Photovoltaic Solar
Automobi le Parking Shade St ructure

Project  St reet  Address Bowie Elementarv School
5th Street
Bowie.  AZ 85605

Phone
Fax

County

Bowie High School
5th Street
B o w i e .  A Z  8 5 6 0 5
(520)  847-2545
(520)  847-2546
Cochise County

Ind iv idual  Name to  Contact
C om pany  N am e
Street  Address
Ci ty,  State,  Z ip
Te lephone Number

Fax

Jack  B la i r
Su l f u r  Spr i ngs  Va l l ev  E lec t r i c  Coopera t i ve .  I nc .

311  E .  W i l cox  D r i ve
S i e r ra  V i s t a .  A Z 85635
(52o) 515-3470

(520)45S-3467

Updated Detai led Descript ion of  the Project :

A cant i levered shade st ructure at  a school  on the top of  which wi l l  be constructed a 23kW solar
photovol ta ic system to supply power to the school .  Excess power wi l l  f low on to the SSVEC
system.

.4
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EXHIBIT C

ORIGINAL DESCRIPTION OF THE PROJECT

[COPY OF EXHIBIT A To ISSUER APPLICATION To THE IRS]

Clean Renewable Energy Bonds Application

Exhibit A

Su l f u r  Spr i ngs  Va l l ey  E l ec t r i c  Coopera t i ve .  I nc

Bowie Uni f i ed School  D is t r i c t  Photovo l ta i c  So lar
Shade Structure

This project  w i l l  p lace photovol ta ic modules cost ing $280,000 each,  that  w i l l  produce 23 kW of
elect r ic i ty in the shade st ructures in the two Bowie Uni f ied School  Dist r ict  schools.  The PV
structure wi l l  provide elect rici ty to the respect ive school  at  no charge.  There wi l l  also be a cable
connect ion to a computer in the l ibrary of  each school  to show students how the system is
w o rk i n g .

This project  is the ident ical  project  that  Navopache Elect r ic Cooperat ive in Arizona bui l t  in 2001
that  cont inues to funct ion wi th no issues/problems

SSVEC wi l l  operate and maintain the st ructure.  Any excess power produced wi l l  f low back to
the SSVEC gr id .

The PV st ructures at  the schools wi l l  s igni f icant ly reduce thei r elect r ic bi l ls,  which have been
disproport ionately large due to the per meter monthly surcharges mandated by the Envi ronmental
Port fo l io  Program (EPP),  and approved by the Ar izona Corporat ion Commission.  A l l  customers
pay the EPP fees to SSVEC, which uses them to fund renewable energy projects.  Since each
school  has many meters,  they pay the EPP a disproport ionately large amount  of  dol lars.  The
benef i t  of  reduced elect r ic bi l ls wi l l  of fset  thei r payments into the fund

The RFP i ssued by  Su l f u r  Spr i ngs  Va l l ey  E lec t r i c  Coopera t i ve  f o l l ows
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Sulfur Springs Valley Electric Cooperative, Inc

A Touchstone Energy® Cooperative

For the Electric Cooperatives in the State of Arizona

Request

Proposal

A Photovoltaic System

Used for
Shade structures

Public Buildings

Issued: August 1, 2005
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Narrative: The Electric Cooperatives in Arizona (Duncan Valley EC, Graham County EC,
Mohave EC, Navopache EC, Sulphur Springs Valley EC, Trico EC and Arizona Electric Power
Cooperative, Inc.) request a proposal for a modular designed system to supply a 10 kW to 30 kW
Photovoltaic (PV) system. System size is relative to the space available for the PV panels on
each site. System may consist of multiple tree standing modules interconnected to meet the 10
to30 kW size requirement. Modules to be used as free standing carports or free standing covers
for walkways to provide shade. These systems are to be used at public buildings to increase the
awareness of PV systems and operations and systems will be sized based on the available space.
Base pricing for 10,15,20,25, and 30 kW systems are requested (systems may be rounded to the
nearest kw increment). The interconnection cost from the PV system to nearest distribution
panel will be on a case by case basis due to the variation in sites. This RFP is not all inclusive
and contractor may include other specifications or requirements they feel are necessary for a
Sl1cc€ssf\11 venture.

This RFP is released on August 1, 2005 and response must be in a written proposal by October 1,
2005..For questions or clarification of details please contact Albert Gomez (520-515-3473) or
David Bane (520-515-3472).

Scope of Work: The contractor will be responsible for the following,

> Structural design of the supporting PV structures (carport and walkway)
> One line circuit diagrams for approval by local Cooperative's engineering department
> Complete wiring diagrams (to be included in owner manual)
> Isolation transformers as needed to meet the NEC.
> Purchase and installation of all components
> Systems test period of 4-6 weeks prior to transfer of title of equipment to site owner
> Any required Permits (Cooperative will reimburse actual cost of permits)
> Meter socket on the A/C output of the inverter(s)
> Interconnection with Customers electric service
> Fencing around inverters and other equipment as required for security and public safety
> Project to meet or exceed Sun Watts standards
> Basic training for site owner / site operator
> Operators Manual

The Cooperative will provide the following;

>
>
,>

Meter to measure AC output from PV system to owners electric panel
Written permission from site owner to build the PV Module
Act as the point of contact with the installation Contractor on behalf of the site one

C~3
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Structural Design Requirements

The basic structure is to support the PV cells but must be able to work as a carport with all
the required clearances. Support should be in a cantilever style to allow easy parking
spacing on vertical supports should be in multiples of 10 feet to be able to match typical
parking lot spacing, height should allow the parking of full size passenger vans, and structure
does not have to be water proof (providing shade to vehicles is secondary to the production
of energy). Sample profile (to show intent not required design) is on page 4. Ideal structure
would have the ability to support PV panels that would be effective if the long side of the
structure is in a North-South as well as East-West orientation

PV Design Requirements

> PV panels shall have warranty for a minimum of 15 years to cover rated output (out
put degradation not to exceed 20% over life of panel)

> All system components will be UL certified
> System will include isolation transformers per section 250-30 of the NEC
> Polyphase inverter with voltage to match customer's system
> Inverter to match capacity of project
> 15 year manufacturers warranty on Inverter (contractor may use an extended warranty

insurance policy to meet 15 year requirement)
> Contractor will warranty repair labor at 100% for first 5 years, 66% of labor for second 5

years, and 33% of labor for remaining 5 years, (limited to warranty repairs)
> Interconnection costs from site of PV system to nearest practical distribution panel will

be on a case by case basis, (site selection process will keep this as short as possible)
> SunWatts Requirement
> One-line drawings subject to approval by local Cooperative's engineering department
> Units to operate in parallel with grid
> Includes protection for out of frequency problems
> Low harmonics
> Inverter must disconnect in the event grid power is lost
> Lockable safety switch located between the inverter and meter socket

Training Requirement

The Contractor will provide sufficient time with the site owner to explain how to disconnect
the system, locate inverter, identify all junction boxes between the modules, and identify any
system warning lights or displays. Contractor will also provide system manual with basic
operating instructions and all the associated warranty information and manufacturer contacts
listed

C-4



Exmnrr D

MQNTHLY DRAwdown SCHEDULE on A1v1oUnTs To BE ADVANCED To THE

BORROWER PURSUANT TO THE LOAN AGREEMENT

DATE on WHICH PROCEEDS ARE
EXPECTED TO BE EXPENDED

AMOUNTS OF PROCEEDS TO BE
EXPENDED

September 15, 2008

September 22, 2008

$280.000

$280.000
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SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC.

To

NANONAL RURAL UTILITIES
COOPERATIVE FINANCE CORPORATION

Issuer

LOAN AGREEMENT

Dated as of 200

Clean Renewable Energy Bonds
(Cooperative Renewable Energy Projects) Series 2008A

of National Rural Utilities Cooperative Finance Corporation

CFC LOANAG
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LOAN AGREEMENT

LOAN AGREEMENT (this "Agreement") dated as of _
between SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC. ("Borrower"), a
corporation organized and existing under the laws of the State of Arizona and NATIONAL RURAL
UTILITIES COOPERATIVE FINANCE CORPORATION ("CFC"), a cooperative association
organized and existing under the laws of the District of Columbia.

RECITALS

WHEREAS, the Borrower has applied to CFC for a loan for the purposes set forth in
Schedule 1 hereto, and CFC is will ing to make such a loan to the Borrower on the terms and
conditions stated herein, and

WHEREAS, the Borrower has agreed to execute a promissory note to ev idence an
indebtedness in the aggregate principal amount of the CFC Commitment (as hereinafter defined).

NOW, THEREFORE, for and in consideration of the premises and the mutual covenants
hereinafter contained, the parties hereto agree and bind themselves as follows:

ARTICLE I

DEFINITIONS

Section 1.01 For purposes of this Agreement, the following capitalized terms shall have the
following meanings (such definitions to be equally applicable to the singular and the plural form
thereof). Capitalized terms that are not defined herein shall have the meanings as set forth in the
Mortgage.

"Accounting Requirements" shall mean any system of accounts prescribed by a federal
regulatory authority having jurisdiction over the Borrower or, in the absence thereof, the requirements
of GAAP applicable to businesses similar to that of the Borrower.

"Advance" shall mean each advance of funds by CFC to the Borrower pursuant to the terms
and conditions of this Agreement, including the Initial Advance and the Primary Advance.

"Authorized Officer of the Borrower" means the Chairman, General Manager or Chief
Financial Officer of the Borrower or any other person authorized by the Board of the Borrower so to
act or any other person performing a function similar to the function performed by any such officer or
authorized person.

"Average DSC Ratio" shall mean the average of the Borrower's two highest annual DSC
Ratios during the most recent three calendar years.

"Bond Counsel" means an attorney at law or a firm of attorneys (designated by CFC and
acceptable to the Trustee) of nationally recognized standing in matters pertaining to the tax-exempt
nature of interest or tax credits on bonds issued by states and their political subdivisions, duly
admitted to the practice of law before the highest court of any state of the United States of America.
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"Business Day'° shall mean any day that both CFC and the depository institution CFC
utilizes for funds transfers hereunder are open for business.

"CFC Commitment" shall have the meaning as defined in Schedule 1.

"CFC CREB Rate" shall mean the interest rate charged by CFC for loans made by CFC from
proceeds of the CREBs which rate shall not exceed one hundred and fifty basis points (150/100 of
1%) per annum.

"Closing Date" shall mean the date CFC issues the CREBs.

"Code" shall mean the Internal Revenue Code of 1986, as supplemented and amended.

Completion Certificate" shal l  mean the cert i f icate of  the Bon'ower required
Section 5.01 .p of this Agreement, substantially in the form of Exhibit C hereto

by

CREBs" shall mean the series of Securities issued by CFC to provide financing for the
Project

CREB Maturity Date" shall mean the maturity date of the CREBs, which shall be the
December 15th prior to the Maximum CREB Term Anniversary Date

Debt Service Coverage ("DSC") Ratio" shall mean the ratio determined as follows: for any
calendar year add (i) Operating Margins, (ii) Non-Operating Margins-Interest, (iii) Interest Expense
(iv) Depreciation and Amortization Expense, and (v) cash received in respect of generation and
transmission and other capital credits, and divide the sum so obtained by the sum of all payments of
Principal and interest Expense required to be made during such calendar year, provided, however
that in the event that any amount of Long-Term Debt has been refinanced during such year, the
payments of Principal and Interest Expense required to be made during such year on account of
such refinanced amount of Long-Term Debt shall be based (in lieu of actual payments required to be
made on such refinanced amount of Long-Term Debt) upon the larger of (i) an annualization of the
payments required to be made with respect to the refinancing debt during the portion of such year
such refinancing debt is outstanding or (ii) the payment of Principal and Interest Expense required to
be made during the following year on account of such refinancing debt

Rate" shall mean a rate per annum equal to one hundred and fifty basis points
(1501100 of 1%)

Default

Depreciation and Amortization Expense" shal l  mean an amount consti tut ing the
depreciation and amortization of the Borrower computed pursuant to Accounting Requirements

Determination of Tax Credit ineligibility" shall mean a determination that a particular
series of Securities does not qualify for a tax credit for the owner thereof under Section 54 of the
Code, which determination shall be deemed to have been made upon the occurrence of the first to
occur of the following

(a) the date on which CFC determines that there is a significant likelihood that a
particular series of Securities may not qualify for a tax credit, if  such determination is
supported by a written opinion of Bond Counsel to that effect, or
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(b) the date on which CFC shall receive notice in writing that the Trustee has been
advised by the owner of any Security that a particular series of Securities does not qualify for
a tax credit for the owner thereof, based upon a final determination made either by: (A) the
Internal Revenue Service in a published or private ruling or technical advice memorandum or
(B) any court of competent jurisdiction in the United States of America, as a result of a failure
by CFC or any borrower to observe any agreement or representation in the Tax Compliance
Agreement or a Loan Agreement or Project Agreement relating to the proceeds of the
Securities. Any such determination will not be considered final for this purpose unless the
Owner of the Securities involved in the proceeding or action resulting in the determination (i)
gives CFC and the Trustee prompt written notice of the commencement thereof and (ii) if
CFC agrees to pay all expenses in connection therewith and to indemnify such Owner of the
Securities against all liabilities in connection therewith, offers CFC an opportunity to contest
the determination, either directly or in the name of the Owner of the Securities, and until
conclusion of any review, if sought.

"Distributions" shall mean, with respect to the Borrower, any dividend, patronage refund,
patronage capital retirement or cash distribution to its members, or consumers (including but not
limited to any general cancellation or abatement of charges for electric energy or services furnished
by the Borrower). The term "Dlstributlon" shall not include (a) a distribution by the Borrower to the
estate of a deceased patron, (b) repayment by the Borrower of a membership fee upon termination of
a membership, or (c) any rebate to a patron resulting from a cost abatement received by the
Borrower, such as a reduction of wholesale power cost previously incurred.

"Draw Period" shall have the meaning as described in Schedule 1 hereto.

"Environmental Laws" shall mean all laws, rules and regulations promulgated by any
Governmental Authority, with which Borrower is required to comply, regarding the use, treatment,
discharge, storage, management, handling, manufacture, generation, processing, recycling,
distribution, transport, release of or exposure to any Hazardous Material,

"Equity" shall mean the aggregate of  the Borrower's equities and margins computed
pursuant to Accounting Requirements.

"Event of Default" shall have the meaning as described in Article VI hereof.

"Funds Requisition Statement" shall mean the certificate of the Borrower, in the form set
forth as Exhibit A to this Agreement, by which the Borrower will obtain an advance of funds from CFC
under the Loan.

"GAAP" shall mean generally accepted accounting principles set forth in the opinions and
pronouncements of the Accounting Principles Board and the American Institute of Certified Public
Accountants and statements and pronouncements of the Financial Accounting Standards Board.

"Governmental Authority" shall mean the government of the United States of America, any
other nation or government, any state or other political subdivision thereof, whether state or local,
and any agency, authority, instrumentality, regulatory body, court or other entity exercising executive,
legislative, judicial, taxing, regulatory or administrative Powers or functions of or pertaining to
government.

Hazardous Material" shall mean any (a) petroleum or petroleum products, radioactive
materials, asbestos-containing materials, polychlorinated biphenyls, lead and radon gas, and (b) any
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other substance designated as hazardous or toxic or as a pollutant or contaminant under any
Environmental Law.

"Indenture"shall mean the Indenture between CFC and U.S. Bank Trust Company National
Association, relating to the first issue of Securities, pursuant to which the Securities, including the
CREBs are issued, as supplemented and amended.

"lnitial Advance" shall mean the Advance made by CFC on the Closing Date pursuant to
Section 3.02.A hereof to fund a portion of CFC's costs in issuing the CREBs attributable to the CFC
Commitment, including, but not limited to, original issue discount, underwriting discount and other
costs of issuance, including, without limitation, rating agency costs and legal, underwriting and
Trustee expenses.

"Interest Expense" shall mean an amount constituting the interest expense with respect to
Long-Term Debt of the Borrower computed pursuant to Accounting Requirements. in computing
Interest Expense, there shall be added, to the extent not otherwise included, an amount equal to 33-
1/3% of the excess of Restricted Rentals paid by the Borrower over 2% of the Borrower's Equity.

'°Lien" shall mean any statutory or common law consensual or non-consensual mortgage,
pledge, security interest, encumbrance, lien, right of set off, claim or charge of any kind, including,
without limitation, any conditional sale or other title retention transaction, any lease transaction in the
nature thereof and any secured transaction under the Uniform Commercial Code.

°'Loan" shall mean the loan made by CFC to the Borrower, pursuant to this Agreement and
the Note, in an aggregate principal amount not to exceed the CFC Commitment.

'°Loan Capital Term Certificate" or "LCTC" shall mean a certificate, or book entry form of
account, evidencing the Borrower's purchase of equity in CFC.

"Loan Documents" shall mean this Agreement, the Note, the Mortgage, the Project
Agreement and all other documents or instruments executed, delivered or executed and delivered by
the Borrower and evidencing, securing, governing or otherwise pertaining to, the Loan.

"Long-Term Debt" shall mean an amount constituting the long-term debt of the Borrower
computed pursuant to Accounting Requirements.

"Maturity Date" shall mean the Payment Date immediately prior to the CREB Maturity Date
permitted for the CREBs under Section 54(e)(2) of the Code as in effect on the Closing Date.

"Maximum CREB Term AnniversaryDate" shall mean the anniversary of the Closing Date
that occurs at the maximum term permitted for the CREBs under Section 54(e)(2) of the Code as in
effect on the Closing Date.

"Mortgage" shall have the meaning as described in Schedule 1 hereto.

Mortgaged Property"shall have the meaning ascribed to it in the Mortgage

Non-Operating Margins-Interest" shall mean the amount representing the interest
component of non-operating margins of the Borrower computed pursuant to Accounting
Requirements
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"Note" shall mean the secured promissory note, payable to the order of CFC, executed by
the Borrower, dated as of even date herewith, pursuant to this Agreement as identified on Schedule
t hereto and shall include any substitute note or modification thereto.

"Obligations" shall mean any and all liabilities, obligations or indebtedness owing by the
Borrower to CFC, of any kind or description, irrespective of whether for the payment of money,
whether direct or indirect, absolute or contingent, due or to become due, now existing or hereafter
arising.

"Operating Margins" shall mean the amount of patronage capital and operating margins of
the Borrower computed pursuant to Accounting Requirements.

"Payment Date" shall mean the first (1st) day of each of March, June and September and
December.

"Payment Notice" shall mean a notice furnished by CFC to the Borrower that indicates the
amount of each payment of interest or interest and principal and the total amount of each payment
due.

"Permitted Encumbrances" shall have the meaning ascribed to it in the Mortgage.

"Person" shall mean natural persons, cooperatives, corporations, limited liability companies,
limited partnerships, general partnerships, limited liability partnerships, joint ventures, associations,
companies, trusts or other organizations, inspective of  whether they are legal entities, and
Governmental Authorities.

"Primary Advance" shall mean the Advance made by CFC to the BolTower pursuant to
Section 3.02.B hereof two Business Days after the Closing Date to reimburse Borrower for costs of
the Project.

"Principal" shall mean the amount of principal billed on account of Long-Term Debt of the
Borrower computed pursuant to Accounting Requirements.

"Project" shall mean the project being financed pursuant to the Loan, as further described in
Schedule 1.

"Project Account" means an account created pursuant to the Indenture within the Project
Fund related to the CREBs.

"Project Agreement" shall mean the Project Agreement, dated as of even date herewith,
executed by the Borrower with respect to the Project and the CREBs.

"Project Fund" means the Project Fund created and identified as such in the Indenture.
r

"Restricted Rentals" shall mean all rentals required to be paid under finance leases and
charged to income, exclusive of any amounts paid under any such lease (whether or not designated
therein as rental or additional rental) for maintenance or repairs, insurance, taxes, assessments,
water rates or similar charges. For the purpose of this definition the term "finance lease" shall mean
any lease having a rental term (including the term for which such lease may be renewed or extended
at the option of the lessee) in excess of three (3) years and covering property having an initial cost in
excess of $250,000 other than automobiles, trucks, trailers, other vehicles (including without
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limitation aircraft and ships), office, garage and warehouse space and office equipment (including
without limitation computers).

"Securities" shall mean one or more series of clean renewable energy bonds issued by CFC
under the Indenture.

"Subsidiary" as to any Person, shall mean a corporation, partnership, limited partnership,
limited liability company or other entity of which shares of stock or other ownership interests having
ordinary voting power (other than stock or such other ownership interests having such power only by
reason of the happening of a contingency) to elect a majority of the board of directors or other
managers of such entity are at the time owned, or the management of which is otherwise controlled,
directly or indirectly through one or more intermediaries, or both, by such Person. Unless otherwise
qualif ied, all references to a "Subsidiary" or to "Subsidiaries" in this Agreement shall refer to a
Subsidiary or Subsidiaries of the Borrower.

"Tax Compliance Agreement" means a tax compliance certificate and agreement of CFC
with respect to a series of Securities, as accepted by the Trustee, as amended,

"Termination Certificate" shal l  mean the cert i f i cate of  the Borrower
Section 5.01 .Q of this Agreement, substantially in the form of Exhibit D hereto.

required by

"Total Assets" shall mean an amount constituting the total assets of the Borrower computed
pursuant to Accounting Requirements.

"Total Utility Plant" shall mean the amount constituting the total utility plant of the Borrower
computed pursuant to Accounting Requirements.

"Trustee" shall mean U.S. Bank Trust Company National Association and its successors and
assigns.

ARTICLE ll

REPRESENTATIONS AND WARRANTIES

Section 2.01 The Borrower represents and warrants to CFC that as of the date of this
Agreement:

A. Good Standing. The Borrower is duly organized, validly existing and in good
standing under the laws of the jurisdiction of its incorporation or organization, is duly qualified to do
business and is in good standing in those states in which it is required to be qualified to conduct its
business. The Borrower is a member in good standing of CFC.

B. Subsidiaries and Ownership. Schedule 1 hereto sets fodh a complete and accurate
list of the Subsidiaries of the Borrower showing the percentage of the Borrower's ownership of the
outstanding stock, membership interests or partnership interests, as applicable, of each Subsidiary.

C. Authority; Validity. The Borrower has the power and authority to enter into this
Agreement, the Note, the Project Agreement and the Mortgage, to make the borrowing hereunder, to
execute and deliver all documents and instruments required hereunder and to incur and perform the
obligations provided for herein, in the Note, in the Project Agreement and in the Mortgage, all of
which have been duly authorized by all necessary and proper action, and no consent or approval of
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any Person, including, as applicable and without limitation, members of the Borrower, which has not
been obtained is required as a condition to the validity or enforceability hereof or thereof.

Each of this Agreement, the Note, the Project Agreement and the Mortgage is, and when fully
executed and delivered will be, legal, valid and binding upon the BolTower and enforceable against
the Borrower in accordance wi th i ts rems, subject to appl icable bankruptcy, insolvency,
reorganization, moratorium or other laws affecting creditors' rights generally and subject to general
principles of equity.

D. No Conflicting Agreements. The execution and delivery of the Loan Documents
and performance by the Borrower of the obligations thereunder, and the transactions contemplated
hereby or thereby, will not: (i) violate any provision of law, any order, rule or regulation of any court or
other agency of government, any award of any arbitrator, the articles of incorporation or by-laws of
the Borrower, or any indenture, contract, agreement, mortgage, deed of trust or other instrument to
which the Borrower is a party or by which it or any of its property is bound, or (ii) be in conflict with,
result in a breach of or constitute (with due notice and/or lapse of time) a default under, any such
award, indenture, contract agreement mortgage, deed of trust or other instrument, or result in the
creation or
assets of the Borrower.

imposition of any Lien (other than contemplated hereby) upon any of the property or

The Borrower is not in default in any material respect under any agreement or instrument to which it
is a party or by which it is bound and no event or condition exists which constitutes a default, or with
the giving of notice or lapse of time, or both, would constitute a default under any such agreement or
instrument.

E. Taxes. The Borrower, and each of its Subsidiaries, has filed or caused to be filed all
federal, state and local tax returns which are required to be filed and has paid or caused to be paid
all federal, state and local taxes, assessments, and governmental charges and levies thereon,
including interest and penalties to the extent that such taxes, assessments, and governmental
charges and levies have become due, except for such taxes, assessments, and governmental
charges and levies which the Borrower or any Subsidiary is contesting in good faith by appropriate
proceedings for which adequate reserves have been set aside.

F. Licenses and Permits. The Borrower has duly obtained and now holds all licenses,
permits, certifications, approvals and the like necessary to own and operate its property and business
that are required by Governmental Authorities and each remains valid and in full force and effect.

G. Litigation. There are no outstanding judgments, suits, claims, actions or proceedings
pending or, to the knowledge of the Borrower, threatened against or affecting the Borrower, its
Subsidiaries or any of their respective properties which, if adversely determined, either individually or
collectively, would have a material adverse effect upon the business, operations, prospects, assets,
liabilities or financial condition of the Borrower or its Subsidiaries. The Borrower and its Subsidiaries
are not, to the Borrower's knowledge, in default or violation with respect to any judgment, order, writ,
injunction, decree, rule or regulation of any Governmental Authority which would have a material
adverse effect upon the business, operations, prospects, assets, liabilities or financial condition of the
Borrower or its Subsidiaries.

H. Financial Statements. The balance sheet of the Borrower as at the date identified in
Schedule 1 hereto, the statement of operations of the Borrower for the period ending on said date,
and the interim financial statements of the Borrower, all heretofore furnished to CFC, are complete
and correct. Said balance sheet fairly presents the financial condition of the Borrower as at said date
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and said statement of operations fairly reflects its operations for the period ending on said date. The
Borrower has no contingent obligations or extraordinary forward or long-term commitments except as
specifically stated in said balance sheet or herein. There has been no material adverse change in
the financial condition or operations of the Borrower from that set forth in said financial statements
except changes disclosed in writing to CFC prior to the date hereof.

I. Borrower's Legal Status. Schedule 1 hereto accurately sets forth: (i) the Borrower's
exact legal name, (ii) the Borrower's organizational type and jurisdiction of organization, (iii) the
Borrower's organizational identification number or accurate statement that the Borrower has none,
and (iv) the Borrowers place of business or, if more than one, its chief executive office as well as the
Borrowers mailing address if different.

J. Required Approvals. Other than the CREBs allocation received from the Internal
Revenue Service, no license, consent or approval of any Governmental Authority is required to

, the Project Agreement, the Note and the
Mortgage, or to perform any of its Obligations provided for in such documents, including without
limitation (and if applicable), that of any state public utilities commission, any state public service
commission, and the Federal Energy Regulatory Commission, except as disclosed in Schedule 1
hereto, all of which the Borrower has obtained prior to the date hereof.

enable the Borrower to enter into this Agreement

K. Compliance With Laws. The Borrower and each Subsidiary is in compliance, in all
material respects, with all applicable requirements of law and all applicable rules and regulations of
each Governmental Authority.

L. Disclosure. To the Borrower's knowledge, information and belief, neither this
Agreement nor any document, certificate or financial statement furnished to CFC by or on behalf of
the Borrower in connection herewith (all such documents, certificates and financial statements, taken
as a whole) contains any untrue statement of a material fact or omits to state any material fact
necessary in order to make the statements contained herein and therein not misleading.

M. No Other Liens. As to property which is presently included in the description of
Mortgaged Property, the Borrower has not, without the prior written approval of CFC, executed or
authenticated any security agreement or mortgage, or filed or authorized any financing statement to
be filed with respect to assets owned by it, other than security agreements, mortgages and financing
statements in favor of CFC, except as disclosed in writing to CFC prior to the date hereof or relating
to Permitted Encumbrances

Environmental Matters. Except as to matters which individually or in the aggregate
would not have a material adverse effect upon the business or financial condition of the Borrower or
its Subsidiaries, (i) Borrower is in compliance with all Environmental Laws (including, but not limited
to, having any required permits and licenses), (ii) there have been no releases (other than releases
remediated in compliance with Environmental Laws) from any underground or aboveground storage
tanks (or piping associated therewith) that are or were present at the Mortgaged Property, (iii)
Borrower has not received written notice or claim of any violation of any Environmental Law, (iv)
there is no pending investigation of Borrower in regard to any Environmental Law, and (v) to the best
of Borrower's knowledge, there has not been any release or contamination (other than releases or
contamination remediated in compliance with Environmental Laws) resulting from the presence of
Hazardous Materials on property owned, leased or operated by the Borrower

Project Agreement. As set forth fn the Project Agreement, the Project constitutes "a
qualified project" as defined in Section 54(d)(2)(A) of the Code. As set forth in the Project Agreement
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the Borrower constitutes currently, and will remain through the period that the CREBs remain
outstanding, "a Qualified Borrower", meaning a (i) mutual or cooperative electric company described
in Sections 501(c)(12) or 1381(a)(2)(C) of the Code, or (ii) a Governmental Body, whichlis defined as
any state, territory possession of the U.S., the District of Columbia, indian tribal government, and any
political subdivision thereof. The statements, information and descriptions contained in the Project
Agreement are true, correct and complete, and do not contain any untrue statement or misleading
statement of a material fact, and do not omit to state a material fact required to be stated therein or
necessary to make the statements, information and descriptions contained therein, in the light of the
circumstances under which they were made, not misleading, and the estimates and the assumptions
contained in the Project Agreement are reasonable and based on the best information available to
the Borrower.

ARTICLE Ill

LOAN

Section 3.81 Definitions. For purposes of this Article 3, the following capitalized terms shall
have the following meanings:

"Borrower's Annual Bond Repayment Amount" shall mean the amount determined by
dividing the CFC Commitment by the number of years from the Closing Date to the Maximum CREB
Term Anniversary Date, which amount shall be recalculated o.n the date CFC rescinds any excess
moneys pursuant to Section 3.05 or 3.06 hereof.

"Quarterly Bond Deposit Amount" shall mean for each Payment Date, the amount
determined by subtracting from the Quarterly BondRepaymentAmount the principal amount payable
by the Borrower pursuantto Section3.03.A(ii)(b)(1)on such Payment Date.

"Quarterly Bond Repayment Amount" shall mean one-fourth (%) of the Borrower's Annual
Bond Repayment Amount.

Section 3.02 Advances. The obligation of the Borrower to repay the Advances shall be
evidenced by the Note. The aggregate amount of all Advances made hereunder shall not exceed the
CFC Commitment. At the end of the Draw Period, CFC shall have no further obligation to make
Advances.

A. Initial Advance. Borrower hereby agrees that on the Closing Date, CFC shall
automatically, and without action by Borrower, make the Initial Advance. On the Closing Date, CFC
shall notify Borrower of the final amount of the Initial Advance and the amount of the CFC
Commitment remaining for Borrower to subsequently Advance.

B. Subsequent Advances.

(i) The Borrower may submit a request for the Primary Advance to CFC in writing (which
may be submitted by facsimile) no later than 12:00 noon local time at CFC's offices in
Herndon, Virginia seven Business Days prior to the Closing Date. The Primary
Advance may be requested in any amount up to the CFC Commitment. CFC shall
make the Primary Advance two Business Days after the Closing Date in the lesser of
(i) the aggregate amount of such requested Primary,Advance, and (ii) the amount of
the CFC Commitment less the amount of the initial Advance.

as
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I (ii) Except as set forth in 3.02.A and 3.02.B(i) hereof, the Borrower shall submit its
request for an Advance to CFC in writing (which may be submitted by facsimile) no
later than 12:00 noon local time at CFC's offices in Herndon, Virginia at least two (2)
Business Days prior to the last Business Day of any calendar month. Borrower may
make multiple requests for Advances during any calendar month in any amount so
long as the aggregate amount of all Advances requested in such month is in an
amount not less than $100,000.00, provided, however that at such time as there
remains less than $100,000.00 available for Advance hereunder, Borrower may
request the entirety of such remaining amount. CFC shall make a single Advance to
Borrower on the first Business Day of the calendar month following Borrower's
request(s) for an Advance. Such Advance shall be in the aggregate amount of all
Advances requested by Borrower in the prior month, provided however that at such
time as there remains less than $100,000;00 available for Advance hereunder and
Borrower requests the entirety of such remaining amount, CFC shall Advance the
entirety of such remaining amount.

Section 3.03 Interest Rate and Payment. The Note shall be payable and bear interest as
follows:

A. Payments, Maturity, Amortization.

(i) The Note shall be due and payable on the Maturity Date.

(ii) On each Payment Date, the Borrower shall promptly pay the following:

(a) accrued interest on the principal amount of the Loan outstanding less the amount
of the Initial Advance, and

(b) the Quarterly Bond Repayment Amount, consisting of

(1) the principal amount due on any outstanding Advances, determined on the
basis of a quarterly amortization schedule from the date of each Advance
and

(2) the Quarterly Bond Deposit Amount

(iii) If not sooner paid, any amount due on account of the unpaid principal, interest
accrued thereon and fees, if any, shall be due and payable on the Maturity Date

(iv) Each Advance shall amortize on a level principal payment basis from the date thereof
through the Maturity Date

(v) CFC will furnish to the Borrower a Payment Notice at least ten (10) days before each
Payment Date, provided, however, that CFC's failure to send a Payment Notice shall not constitute a
waiver by CFC or be deemed to relieve the Borrower of its obligation to make payments as and when
due as provided for herein

(vi) No provision of this Agreement or of any Note shall require the payment, or permit the
collection, of interest in excess of the highest rate permitted by applicable law
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Borrower agrees that the records of and all computations by, CFC (in whatever media they are
, interest, fees and Quarterly Bond Deposit

AmoUnt due on the Loan shall be conclusive in the absence of manifest error.
recorded or maintained) as to the amount of principal

B. Application of Payments. Each payment shall be applied to the Loan, first to any
fees, costs, expenses or charges other than interest or principal, second to interest accrued, third to
the Quarterly Bond Deposit Amount and the balance to principal.

C. Application of Bond Repayment Deposit. At such time as the aggregate amount
billed by CFC in any calendar year on account of amortized principal under this Agreement exceeds
the Borrower's Annual Bond Repayment Amount for such year, CFC shall apply a portion of the
Borrower's prior payments of the Quarterly Bond Deposit Amount in the amount of such overage to
principal then due. Until such time, Borrower's payments of the Quarterly Bond Deposit Amount shall
not reduce the amount of principal outstanding and subject to amortization. Any amount paid by the
Borrower under this Agreement on account of the Quarterly Bond Deposit Amount in excess of the
principal amount of the fully advanced Loan shall be refunded to the Borrower on the Maturity Date.

D. Interest Rate Computation. Each Advance except the Initial Advance shall bear
interest at the CFC CREB Rate which shall apply until the Maturity Date. The Initial Advance shall
not bear interest. Interest on Advances shall be computed on the basis of a 30-day month and 360-
day year.

Section 3.04. Extraordinary Obligation to Prepay. Upon a Determination of Tax Credit
Ineligibility that subjects the CREBs to an extraordinary mandatory redemption due to a failure of the
Borrower to observe any agreement or representation in this Loan Agreement (as more particularly
described in paragraph (b) of the defined term "Determination of Tax Credit ineligibility"), the
Borrower shall prepay the Loan, or such part thereof as determined by CFC, at such times and in
such amounts as determined by CFC within sixty (60) days of such determination together with a
prepayment premium prescribed by CFC pursuant to its policies of general application in effect from
time to time.

Section 3.05. Rescission of Excess Moneys, Fee. If the Borrower has not drawn down
the full amount of the CFC Commitment at (i) the time of filing the Completion Certificate under
Section 5.01P. hereof, (ii) the time of filing the Termination Certificate under 5.D1Q. hereof, (iii) a
Determination of Tax Credit Ineligibility or (iv) the end of the Draw Period, a corresponding rescission
of the amount of principal available to be drawn on the Note as calculated by CFC shall automatically
be made without further action by the Borrower. CFC shall release the Borrower from its obligations
hereunder as to such rescinded portion, provided the Borrower complies with such terms and
conditions as CFC may impose for such release including, without limitation, payment of any
rescission fee that CFC may from time to time prescribe, pursuant to its policies of general
application.

Section3.06. Cancellation of Excess Moneys. If the Borrower has not drawn down the full
amount of the CFC Commitment at the time CFC determines that it will cease making Advances
hereunder pursuant to Section 7.01 hereof, a corresponding cancellation of the amount of principal
available to be drawn on the Note as calculated by CFC shall automatically be made without action
by the Borrower.

Section 3.07. Default Rate. If Borrower defaults on its obligation to make a payment due
hereunder by the applicable Payment Date, and such default continues for thirty days thereafter, then

i
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beginning on the thirty-first day after the Payment Date and for so long as such default continues,
Advances shall bear interest at the Default Rate.

Section 3.08. Patronage Capital, Interest Rate Discounts. No patronage capital shall be
earned, and no interest rate discounts shall apply, to the Loan.

Section 3.09. Optional Prepayment. Except for prepayments made pursuant to
Section 3.04 hereof, no prepayment of any Advance, in whole or in part, may be made by the
Borrower.

ARTICLE IV

CONDITIONS OF LENDING

Section 4.01 The obl igation of  CFC to make any Advance hereunder is subject to
satisfaction of the following conditions in form and substance satisfactory to CFC:

A. Legal Matters. All legal matters incident to the consummation of the transactions
hereby contemplated shall be satisfactory to counsel for CFC.

B. Documents. CFC shall have been furnished with (i) the executed Loan Documents,
(ii) certified copies of all such organizational documents and proceedings of the Borrower authorizing
the transactions hereby contemplated as CFC shall require, (iii) an opinion of counsel for the Borrow-
er addressing such legal matters as CFC shall reasonably require, and (iv) all other such documents
as CFC may reasonably request.

c . Government Approvals. The Borrower shall have furnished to CFC true and correct
copies of all certif icates, authorizations, consents, permits and licenses from Governmental
Authorities necessary for the execution or delivery of the Loan Documents or performance by the
Borrower of the obligations thereunder.

D. Representations and Warranties. The representations and warranties contained in
Article II shall be true on the date of the making of each Advance hereunder with the same effect as
though such representations and warranties had been made on such date, no Event of Default and
no event which, with the lapse of time or the notice and lapse of time would become such an Event of
Default, shall have occurred and be continuing or will have occurred after giving effect to each
Advance on the books of the Borrower, there shall have occurred no material adverse change in the
business or condition, financial or otherwise, of the Borrower, and nothing shall have occurred which
in the opinion of CFC materially and adversely affects the Borrower's ability to perform its obligations
hereunder,

E. Mortgage Recordation. The Mortgage (and any amendments, supplements or
restatements as CFC may require from time to time) shall have been duly filed, recorded or indexed
in all jurisdictions necessary (and in any other jurisdiction that CFC shall have reasonably requested)
to provide CFC a lien, subject to Permitted Encumbrances, on all of the Borrower's real property, all
in accordance with applicable law, and the Borrower shall have paid all applicable taxes, recording
and filing fees and caused satisfactory evidence thereof to be furnished to CFC

UCC Filings. Uniform Commercial Code financing statements (and any continuation
statements and other amendments thereto that CFC shall require from time to time) shall have been
duly filed, recorded or indexed in all jurisdictions necessary (and in any other jurisdiction that CFC

CFC LOANAG
AZ014-A-9034~CB001 (JABLONJ)
117560-2



13

shall have reasonably requested) to provide CFC a perfected security interest, subject to Permitted
Encumbrances, in the Mortgaged Property which may be perfected by the filing of a f inancing
statement, all in accordance with applicable law, and the Borrower shall have paid all applicable
taxes, recording and filing fees and caused satisfactory evidence thereof to be furnished to CFC.

G. Requisitions. The Borrower will requisition each Advance by submitting its written
requisition to CFC in the form attached as Exhibit A hereto. Requisitions for Advances shall be made
only for the purposes set forth in Schedule 1 hereto.

H. Other Information. The Borrower shall have furnished such other information as
CFC may reasonably require, including but not limited to (i) information regarding the specific
purpose for an Advance and the use thereof, (ii) feasibility studies, cash flow projections, financial
analyses and pro forma f inancial statements suff icient to demonstrate to CFC's reasonable
satisfaction that after giving effect to the Advance requested, the Borrower shall continue to achieve
the DSC ratio set forth in Section 5.01.A herein, to meet all of its debt service obligations, and
otherwise to perform and to comply with all other covenants and conditions set forth in this
Agreement, and (iii) any other information as CFC may reasonably request. CFC's obligation to
make any Advance hereunder is conditioned upon prior receipt and approval of the Borrower's
written requisition and other information and documentation, if any, as CFC may have requested
pursuant to this paragraph.

I. Issuance of Bonds. CFC shall have issued CREBs in an amount not less than the
CFC Commitment.

J. CREB Allocation. CFC shall have received an allocation in the amount of the CFC
Commitment from the U.S. Department of Treasury for the Borrower's Project under its Securities
program.

K. Tax Credit ineligibility. 'There shall have occurred no Determination of Tax Credit
ineligibility with regard to the Borrower or the Project.

L. Bring Down Certificate. Two (2) Business Days prior to the Closing Date, the
Borrower shall furnish CFC with a certificate of an Authorized Officer of the Borrower in the form of
Exhibit B hereto, certifying that all of the representations and warranties set forth in Article ll hereof
are true on the Closing Date.

ARTICLE v

COVENANTS

Section 5.01 Affirmative Covenants. The Borrower covenants and agrees with CFC that
until payment in full of the Note and performance of all obligations of the Borrower hereunder:

A. Financial Ratios; Design of Rates. The Borrower shall achieve an Average DSC
Ratio of not less than 1.35. The Borrower shall not decrease its rates for electric service if it has
failed to achieve a DSC Ratio of 1.35 for the calendar year prior to such reduction subject only to an
order from a Governmental Authority properly exercising jurisdiction over the Borrower.

B. Loan Proceeds. The Borrower shall use the proceeds of this Loan solely for the
purposes identified on Schedule 1 hereto.
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c. Notice. The Borrower shall promptly notify CFC in writing of:

(i) any material adverse change in the business, operations, prospects, assets, liabilities
or financial condition of the Borrower,

the institution or threat of any litigation or administrative proceeding of any nature
involving the Borrower which could materially affect the business, operations, prospects, assets,
liabilities or financial condition of the Borrower,

(ii)

(iii) the occurrence of an Event of Default hereunder, or any event that, with the giving of
notice or lapse of time, or both, would constitute an Event of Default.

D. Default Notices. Upon receipt of  any notices with respect to a default by the
Borrower under the terms of any evidence of any indebtedness with parties other than CFC or of any
loan agreement, mortgage or other agreement relating thereto, the Borrower shall deliver copies of
such notice to CFC.

E. Annual Certificates.

Within one hundred twenty (120) days af ter the close of  each calendar year,
commencing with the year in which the initial Advance hereunder shall have been made, the
Borrower will deliver to CFC a written statement, in form and substance satisfactory to CFC, signed
by the Borrower's General Manager or Chief Executive Officer, stating that during such year, and that
to the best of said person's knowledge, the Borrower has fulfilled all of its obligations under this
Agreement, the Project Agreement, the Note, and the Mortgage throughout such year or, if there has
been a default in the fulfillment of any such obligations, specifying each such default known to said
person and the nature and status thereof.

(i)

(ii) The Borrower shall deliver to CFC within one hundred twenty (120) days of CFC's
written request, which shall be no more frequently than once every year, a certification, in form and
substance satisfactory to CFC, regarding the condition of the Mortgaged Property prepared by a
professional engineer satisfactory to CFC. The Borrower shall also deliver to CFC such other
information as CFC may reasonably request from time to time.

F. Loan Capital Term Certificate Purchase. The Borrower will purchase LCTCs, if
required, in an amount calculated pursuant to CFC's policies of general application and shall pay for
such LCTCs as required thereby. CFC's policies with respect to such LCTCs are set forth in
Schedule 1.

G. Financial Books; Financial Reports, Right of Inspection. The Borrower will at all
times keep, and safely preserve, proper books, records and accounts in which full and true entries
will be made of all of the dealings, business and affairs of the Borrower, in accordance with
Accounting Requirements. When requested by CFC, the Borrower will prepare and furnish CFC
from time to time, periodic financial and statistical reports on its condition and operations. All of such
reports shall be in such form and include such information as may be specified by CFC. Within one
hundred twenty (120) days of the end of each calendar year during the term hereof, the Borrower
shall furnish to CFC a full and complete report of its f inancial condition and statement of its
operations as of the end of such calendar year, in form and substance satisfactory to CFC. In
addition, within one hundred twenty (120) days of the end of each the Borrower's fiscal years during
the term hereof, the Borrower shall furnish to CFC a full and complete consolidated and consolidating
report of its financial condition and statement of its operations as of the end of such fiscal year,
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audited and certified by independent certified public accountants nationally recognized or otherwise
satisfactory to CFC and accompanied by a report of such audit in form and substance satisfactory to
CFC, including without limitation a consolidated and consolidating balance sheet and the related
consol idated and consol idat ing statements of  income and cash f low. CFC, through i ts
representatives, shall at all times during reasonable business hours and upon prior notice have
access to, and the right to inspect and make copies of, any or all books, records and accounts, and
any or all invoices, contracts, leases, payrolls, canceled checks, statements and other documents
and papers of every kind belonging to or in the possession of the Borrower or in anyway pertaining to
its property or business.

H. Notice of Additional Secured Debt. The Borrower will notify CFC promptly in writing
if it incurs any additional secured indebtedness other than indebtedness to CFC or indebtedness
otherwise provided for in the Mortgage.

I. Funds Requisition. The Borrower agrees (i) that CFC may rely conclusively upon the
written instructions submitted to CFC in the Borrower's written request for an Advance hereunder,
(ii) that such instructions shall constitute a covenant under this Agreement to repay the Advance in
accordance with such instructions, the applicable Note, the Mortgage, the Project Agreement and
this Agreement, and (iii) to request Advances only for the purposes set forth in Schedule 1 hereto.

J. Complianee With Laws. The Borrower and each Subsidiary shal l  remain in
compliance, in all material respects, with all applicable requirements of law and applicable rules and
regulations of each Governmental Authority.

K. Taxes. The Borrower shall pay, or cause to be paid al l  taxes, assessments or
governmental charges lawfully levied or imposed on or against it and its properties prior to the time
they become delinquent, except for any taxes, assessments or charges that are being contested in
good faith and with respect to which adequate reserves as determined in good faith by the Borrower
have been established and are being maintained.

L. Further Assurances. The Borrower shall execute any and all further documents,
financing statements, agreements and instruments, and take all such further actions (including the
filing and recording of financing statements, fixture filings, mortgages, deeds of trust and other
documents), which may be required under any applicable law, or which CFC may reasonably
request, to effectuate the transactions contemplated by the Loan Documents or to grant, preserve,
protect or perfect the Liens created or intended to be created thereby. The Borrower also agrees to
provide to CFC, from time to time upon request, evidence reasonably satisfactory to CFC as to the
perfection and priority of the Liens created or intended to be created by the Loan Documents.

M. Environmental Covenants. Borrower shall:

(i) at its own cost, comply in all material respects with all applicable Environmental Laws,
including, but not limited to, any required remediation, and

(ii) i f  i t  receives any written communication al leging Borrower"s v iolation of  any
Environmental Law, provide CFC with a copy thereof within ten (10) Business Days after receipt, and
promptly take appropriate action to remedy, cure, defend, or otherwise affirmatively respond to the
matter.

N. Limitations on Loans, Investments and Other Obligations. The aggregate amount
of all purchases, investments, loans, guarantees, commitments and other obligations described in
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Section 5.02.D(i) of this Agreement shall at all times be less than fifteen percent (15%) of Total utility
Plant or fifty percent (50%) of Equity, whichever is greater.

O. Tax Status of the CREBs. The Borrower shall utilize the Project or cause it to be
utilized as provided in the Project Agreement until the CREB Maturity Date. No use will be made of
the proceeds of the CREBs other than as set forth herein and in the Project Agreement and no
changes will be made in the Project or in the operation or beneficial use thereof (including, without
limiting the generality of the foregoing, the use of the Project by the Borrower or any related person)
without an opinion of Bond Counsel that such a use or change will not adversely affect the eligibility
of the CREBs to qualify for a tax credit for the owner thereof, for federal income tax purposes. The
Borrower agrees and warrants that it will not take or authorize or permit any action to be taken and
has not taken or authorized or permitted any action to be taken and will not fail to take any action to
comply with the Project Agreement which adversely affects the eligibility of the CREBs to qualify for a
tax credit for the owner thereof, for federal income tax purposes. This agreement and warranty shall
survive the termination of this Agreement.

p. Completion Certificate. The Borrower shall submit to CFC within 30 days after the
completion of the Project, a Completion Certificate signed by an Authorized Officer of the Borrower.

Q. Termination Certif icate. If the Borrower determines that the Project will not be
completed as described in Section 5.01.P above, then the Borrower shall submit to CFC a
Termination Certificate, within 30 days of a determination that:

(i)
Project, and

no further acquisition, construction or installation will occur with respect to the

(ii) the Borrower does not intend to make any further Advances

Other Information. The Borrower shall furnish such other information as CFC may
reasonably require relating to the Project

Section 5.02 Negative Covenants. The Borrower covenants and agrees with CFC that until
payment in full of the Note and performance of all obligations of the Borrower hereunder, the
Borrower will not, directly or indirectly, without CFC's prior written consent

Limitations on Mergers. Consolidate with, merge, or sell all or substantially all of its
business or assets, or enter into an agreement for such consolidation, merger or sale, to another
entity or person unless such action is either approved, as is evidenced by the prior written consent of
CFC, or the purchaser, successor or resulting corporation is or becomes a member in good standing
of  CFC and assumes the due and punctual payment of  the Note and the due and punctual
performance of the covenants contained in the Mortgage and this Agreement

Limitations on Sale, Lease or Transfer of Capital Assets; Application of
Proceeds. Sell, lease or transfer (or enter into an agreement to sell, lease or transfer) any capital
asset, except in accordance with this Section 5.02.B. If no Event of Default (and no event which with
notice or lapse of time and notice would become an Event of Default) shall have occurred and be
continuing, the Borrower may, without the prior written consent of CFC,sell, lease or transfer (or
enter into an agreement to sell, lease or transfer) any capital asset in exchange for fair market value
consideration paid to the Borrower if the value of such capital asset is less than five percent (5%) of
Total Utility Plant and the aggregate value of capital assets sold, leased or transferred in any 12
month period is less than ten percent (10%) of Total utility Plant
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c. Limitation on Dividends, Patronage Refunds and Other Distributions.

(i) Make Distributions in any calendar year if, after giving effect to the Distribution, the total
Equity of the Borrower will be less than twenty percent (20%) of its Total Assets.

(ii) If, after giving effect to the Distribution, the total Equity of the Borrower will be less than
twenty percent (20%) of its Total Assets, then the Borrower may nevertheless make Distributions of
up to thirty percent (30%) of its total margins for the preceding calendar year.

(iii) Notwithstanding anything to the contrary in subparagraphs (i) and (ii) above, the Borrower
shall not make any Distribution without the prior written consent of CFC if an Event of Default under
this Agreement has occurred and is continuing. .

D. Limitations on Loans, Investments and Other Obligations.

(i) (a) Purchase, or make any commitment to purchase, any stock, bonds, notes, debentures,
or other securities or obligations of or beneficial interests in, (b) make, or enter into a commitment to
make, any other investment, monetary or otherwise, in, (c) make, or enter into a commitment to
make, any loan to, or (d) guarantee, assume, or otherwise become liable for, or enter into a
commitment to guarantee, assume, or otherwise become liable for, any obligation of any Person if,
after giving effect to such purchase, investment, loan, guarantee or commitment, the aggregate
amount thereof would exceed the greater of fifteen percent (15%) of Total Utility Plant or fifty percent
(50%) of Equity.

(ii) The following shall not be included in the limitation of purchases, investments, loans and
guarantees in (i) above: (a) bonds, notes, debentures, stock, or other securities or obligations issued
by or guaranteed by the United States or any agency or instrumentality thereof, (b) bonds, notes,
debentures, stock, commercial paper, subordinated capital certificates, or any other security or
obligation issued by CFC or by institutions whose senior unsecured debt obligations are rated by at
least two nationally recognized rating organizations in either of their two highest categories, (c)
investments incidental to loans made by CFC, (d) any deposit that is fully insured by the United
States, (e) loans and grants made by any Governmental Authority to the Borrower under any rural
economic development program, but only to the extent that such loans and grants are non-recourse
to the Borrower, and (f) unretired patronage capital allocated to the Borrower by CFC, a cooperative
from which the Borrower purchases electric power, or a statewide cooperative association of which
Borrower is a member.

(iii) In no event may the Borrower take any action pursuant to subsection (i) if an Event of
Default under this Agreement has occurred and is continuing,

E. Organizational Change. Change its type of organization or other legal structure,
except as permitted by Section 5.02.A. hereof, in which case the Borrower shall provide at least 30
days prior written notice to CFC together with all documentation reflecting such change as CFC may
reasonably require.

F. Notice of Change in Borrower Information. Change its (i) state of incorporation, (ii)
legal name, (iii) mailing address, or (iv) organizational identification number, if it has one, unless the
Borrower provides written notice to CFC at least thirty (30) days prior to the effective date of any
such change together with all documentation reflecting any such change as CFC may reasonably
require.
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ARTICLE VI

EVENTS OF DEFAULT

Section 6.01 The following shall be "Events of Default" under this Agreement:

A, Representations and Warranties. Any representation or warranty made by the
Borrower herein, or in any of the other Loan Documents, or in any certificate or financial statement
furnished to CFC hereunder or under any of the other Loan Documents shalt prove to be false or
misleading in any material respect.

B. Payment. The Borrower shal l  fai l  to pay (whether upon stated maturi ty, by
acceleration, or otherwise) any principal, interest, premium (if any) or other amount payable under
the Note and the Loan Documents within five (5) Business Days after the due date thereof.

Other Covenants.

(I) No Grace Period. Failure of the Borrower to observe or perform any covenant
or agreement contained in the Project Agreement or in Sections 5.01.A, 5.01.B,
5.01.D, 5.01.E, 5.01.G, 5.01.1, 5.01.N, 5.01.0 and 5.02 of this Agreement.

(ii) Thirty Day Grace Period. Failure of the Borrower to observe or perform any
other covenant or agreement contained in this Agreement or any of the other Loan
Documents, which shall remain unremedied for thirty (30) calendar days after written
notice thereof shall have been given to the Borrower by CFC.

D. Legal Existence, Permits and Licenses. The Borrower shall forfeit or otherwise be
deprived of (i) its authority to conduct business in the jurisdiction in which it is organized or in any
other jurisdiction where such authority is required in order for the Borrower to conduct its business in
such jurisdiction or (ii) permits, easements, consents or licenses required to carry on any material
portion of its business.

E. Other CFC Obligations. The Borrower shal l  be in breach or defaul t  of  any
Obligation, which breach or default continues uncured beyond the expiration of any applicable grace
period.

F. Other Obligations. The Borrower shall (i) fail to make any payment of any principal,
premium or any other amount due or interest on any indebtedness with parties other than CFC which
shall remain unpaid beyond the expiration of any applicable grace period, or (ii) be in breach or
default with respect to any other term of any evidence of any other indebtedness with parties other
than CFC or of any loan agreement, mortgage or other agreement relating thereto which breach or
default continues uncured beyond the expiration of any applicable grace period, if the effect of such
failure, default or breach is to cause the holder or holders of that indebtedness to cause that
indebtedness to become or be declared due prior to its stated maturity (upon the giving or receiving
of notice, lapse of time, both or otherwise)

Involuntary Bankruptcy. An involuntary case or other proceeding shal l  be
commenced against the Borrower seeking liquidation, reorganization or other relief with respect to it
or its debts under bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the
appointment of a trustee, receiver, liquidator, custodian or other similar official of it or any substantial
part of its property and such involuntary case or other proceeding shall continue without dismissal or
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stay for a period of sixty (60) days, or an order for relief shall be entered against the Borrower under
the federal bankruptcy laws or applicable state law as now or hereafter in effect.

H. Insolvency. The Borrower shall commence a voluntary case or other proceeding
seeking liquidation, reorganization or other relief with respect to itself  or its debts under any
bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the appointment of a
trustee, receiver, liquidator, custodian or other similar official of it or any substantial part of its
property, or shall consent to any such relief or to the appointment of or taking possession by any
such official in an involuntary case or proceeding commenced against it, or shall make a general
assignment for the benefit of creditors, or shall admit in writing its inability to, or be generally unable
to, pay its debts as they become due, or shall take any action to authorize any of the foregoing.

I. Dissolution or Liquidation. Other than as provided in subsection H. above, the
dissolution or liquidation of the Borrower, or failure by the Borrower promptly to forestall or remove
any execution, garnishment or attachment of such consequence as will impair its ability to continue
its business or fulfill its obligations and such execution, garnishment or attachment shall not be
vacated within sixty (60) days. The term "dissolution or liquidation of the Borrower", as used in this
subsection, shall not be construed to include the cessation of the corporate existence of the Borrower
resulting either from a merger or consolidation of the Borrower into or with another corporation
following a transfer of all or substantially all its assets as an entirety, under the conditions set forth in
Section 5.02.A.

J. Material Adverse Change. Any material adverse change in the business or
condition, financial or otherwise, of the Borrower.

K. Monetary Judgment. The Borrower shall suffer any money judgment not covered by
insurance, writ or warrant of attachment or similar process involv ing an amount in excess of
$100,000 and shall not discharge, vacate, bond or stay the same within a period of sixty (60) days.

L. Nonmonetary Judgment. One or more nonmonetary judgments or orders (including,
without limitation, injunctions, writs or warrants of attachment, garnishment, execution, distrait,
replevin or similar process) shall be rendered against the Borrower that, either individually or in the
aggregate, could reasonably be expected to have a material adverse effect upon the business,
operations, prospects, assets, liabilities or financial condition of the Borrower.

ARTICLE VII

REMEDIES

Section 7.01 If any of the Events of Default listed in Section 6 hereof shall occur after the
date of this Agreement and shall not have been remedied within the applicable grace periods
specified therein, then CFC may:

(i)

(ii)

Cease making Advances hereunder,

Declare all unpaid principal outstanding on the Note, all accrued and unpaid interest
thereon, and all other Obligations to be immediately due and payable and the same
shall thereupon become immediately due and payable without presentment, demand,
protest or notice of any kind, all of which are hereby expressly waived,
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(iii) Exercise rights of setoff or recoupment and apply any and all amounts held, or hereby
held, by CFC or owed to the Borrower or for the credit or account of the Borrower
against any and all of the Obligations of the Borrower now or hereafter existing
hereunder or under the Note, including, but not l imited to, patronage capital
allocations and retirements, money due to Borrower from equity certificates purchased
from CFC, and any membership or other fees that would otherwise be returned to
Borrower but excluding any LCTCs purchased by the Borrower pursuant to this
Agreement. The rights of CFC under this section are in addition to any other rights
and remedies (including other rights of setoff or recoupment) which CFC may have.
The Borrower waives all rights of setoff, deduction, recoupment or counterclaim,

(iv) Pursue all rights and remedies available to CFC that are contemplated by the
Mortgage and the other Loan Documents in the manner, upon the conditions, and with
the effect provided in the Mortgage and the other Loan Documents, including, but not
limited to, a suit for specific performance, injunctive relief or damages,

(v) Pursue any other rights and remedies available to CFC at law or in equity.

Nothing herein shall limit the right of CFC to pursue all rights and remedies available to a creditor
following the occurrence of an Event of Default. Each right, power and remedy of CFC shall be
cumulative and concurrent, and recourse to one or more rights or remedies shall not constitute a
waiver of any other right, power or remedy.

ARTICLE am

MISCELLANEOUS

Section 8.01 Notices. All notices, requests and other communications provided for herein
including, without limitation, any modifications of, or waivers, requests or consents under, this
Agreement shall be given or made in writing (including, without limitation, by telecopy) and delivered
to the intended recipient at the "Address for Notices" specified below, or, as to any party, at such
other address as shall be designated by such party in a notice to each other party, All such
communications shall be deemed to have been duly given (i) when personally delivered including,
without limitation, by overnight mail or courier service, (ii) in the case of notice by United States mail,
certified or registered, postage prepaid, return receipt requested, upon receipt thereof, or (iii) in the
case of notice by telecopy, upon transmission thereof, provided such transmission is promptly
confirmed by either of the methods set forth in clauses (i) or (ii) above in each case given or
addressed as provided for herein. The Address for Notices of each of the respective parties is as
follows:

National Rural Utilities Cooperative Finance Corporation
2201 Cooperative Way
Herndon, Virginia 20171-3025
Attention: Senior Vice President - Member Services
Fax # 703-709-6776

The Borrower

The address set forth in
Schedule 1 hereto

a
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Section 8.02 Expenses. Borrower shall reimburse CFC for any reasonable costs and
out-of-pocket expenses paid or incurred by CFC (including, without limitation, reasonable fees and
expenses of outside attorneys, paralegals and consultants) for all actions CFC takes, (a) to enforce
the payment of any Obligation, to effect collection of any Mortgaged Property, or in preparation for
such enforcement or collection, (b) to institute, maintain, preserve, enforce and foreclose on CFC's
security interest in or Lien on any of the Mortgaged Property, whether through judicial proceedings or
otherwise, (c) to restructure any of the Obligations, (d) to review, approve or grant any consents or
waivers hereunder, (e) to prepare, negotiate, execute, deliver, rev iew, amend or modify this
Agreement, (f ) to prepare, negotiate, execute, deliver, rev iew, amend or modify any other
agreements, documents and instruments deemed necessary or appropriate by CFC in connection
with any of  the foregoing, and (g) to obtain any opinions required to be furnished upon a
Determination of Tax Credit ineligibility and an extraordinary prepayment as set forth in Section 3.04
hereof or a rescission of excess money as set forth in Section 3.05 or a cancellation of excess
moneys as set forth in Section 3.06.

The amount of all such expenses identif ied in this Section 8.02 shall be secured by the
Mortgage and shall be payable upon demand, and if not paid, shall accrue interest at the Default
Rate.

Section 8.03 Late Payments. If payment of any amount due hereunder is not received at
CFC's office in Herndon, Virginia, or such other location as CFC may designate to the Borrower
within five (5) Business Days after the due date thereof, the Borrower will pay to CFC, in addition to
all other amounts due under the terms of the Loan Documents, any late payment charge as may be
Fixed by CFC from time to time pursuant to its policies of general application as in effect from time to
time.

Section 8.04. Non-Business Day Payments. If any payment to be made by the Borrower
hereunder shall become due on a day which is not a Business Day, such payment shall be made on
the next succeeding Business Day and such extension of time shall be included in computing any
interest in respect of such payment.

Section 8.05 Filing Fees. To the extent permitted by law, the Borrower agrees to pay all
expenses of CFC (including the reasonable fees and expenses of its counsel) in connection with the
filing, registration, recordation or perfection of the Mortgage and any other security instruments as
may be required by CFC in connection with this Agreement, including, without l imitation, all
documentary stamps, recordation and transfer taxes and other costs and taxes incident to execution,
filing, registration or recordation of any document or instrument in connection herewith. The Borrower
agrees to save harmless and indemnify CFC from and against any liability resulting from the failure to
pay any required documentary stamps, recordation and transfer taxes, recording costs, or any other
expenses incurred by CFC in connection with this Agreement. The provisions of this subsection shall
survive the execution and delivery of this Agreement and the payment of all other amounts due under
the Loan Documents.

Section 8.06 Waiver, Modification. No failure on the part of CFC to exercise, and no delay
in exercising, any right or power hereunder or under the other Loan Documents shall operate as a
waiver thereof, nor shall any single or partial exercise by CFC of any right hereunder, or any
abandonment or discontinuance of steps to enforce such right or power, preclude any other or further
exercise thereof or the exercise of any other right or power. No modification or waiver of any
provision of this Agreement, the Note or the other Loan Documents and no consent to any departure
by the Borrower therefrom shall in any event be effective unless the same shall be in writing by the
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party granting such modification, waiver or consent, and then such modification, waiver or consent
shall be effective only in the specific instance and for the purpose for which given.

SECTION 8.07
JURY TRIAL.

GOVERNING LAW; SUBMISSION TO JURISDICTION; WAIVER OF

(A) THE PERFORMANCE AND CONSTRUCTION OF THIS AGREEMENT AND THE NOTE
SHALL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE
COMMONWEALTH OF VIRGINIA.

(B) THE BORROWER HEREBY SUBMITS TO THE NON~EXCLUSIVE JURISDICTION OF
THE UNITED STATES COURTS LOCATED IN VIRGINIA AND OF ANY STATE COURT SO
LOCATED FOR PURPOSES OF ALL LEGAL PROCEEDINGS ARISING OUT OF OR RELATING
TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY. THE BORROWER
IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY
OBJECTIONS THAT IT MAY NOW OR HEREAFTER HAVE TO THE ESTABLISHING OF THE
VENUE OF ANY SUCH PROCEEDINGS BROUGHT IN SUCH A COURT AND ANY CLAIM THAT
ANY SUCH PROCEEDING HAS BEEN BROUGHT IN AN INCONVENIENT FORUM.

(C) THE BORROWER AND CFC EACH HEREBY IRREVOCABLY WAIVES, TO THE
FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY AND ALL RIGHT TO TRIAL BY
JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT
OR THE TRANSACTIONS CONTEMPLATED HEREBY.

SECTION 8.08 INDEMNIFICATION. THE BORROWER HEREBY INDEMNIFIES AND
AGREES TO HOLD HARMLESS, AND DEFEND CFC AND ITS MEMBERS, DIRECTORS,
OFFICERS, EMPLOYEES, AGENTS, ATTORNEYS AND REPRESENTATIVES (EACH AN
"INDEMNITEE") FOR, FROM, AND AGAINST ALL CLAIMS, DAMAGES, LOSSES, LIABILITIES,
COSTS, AND EXPENSES (INCLUDING, WITHOUT LIMITATION, COSTS AND EXPENSES OF
LITIGATION AND REASONABLE ATTORNEYS' FEES) ARISING FROM ANY CLAIM OR DEMAND
IN RESPECT OF THIS AGREEMENT AND THE OTHER LOAN DOCUMENTS, THE MORTGAGED
PROPERTY, OR THE TRANSACTIONS DESCRIBED IN THIS AGREEMENT AND THE OTHER
LOAN DOCUMENTS AND ARISING AT ANY TIME, WHETHER BEFORE OR AFTER PAYMENT
AND PERFORMANCE OF ALL OBLIGATIONS UNDER THIS AGREEMENT AND THE OTHER
LOAN DOCUMENTS IN FULL, EXCEPTING ANY SUCH MATTERS ARISING SOLELY FROM THE
GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF CFC OR ANY INDEMNITEE INCLUDING
WITHOUT LIMITATION ANY DETERMINATION MADE OR OTHER ACTION TAKEN BY CFC
PURSUANT TO SECTIONS 3.04, 3.05 and 3.06 OF THIS AGREEMENT. NOTWITHSTANDING
ANYTHING TO THE CONTRARY CONTAINED IN SECTION 8.10 HEREOF, THE OBLIGATIONS
IMPOSED UPON THE BORROWER BY THIS SECTION SHALL SURVIVE THE REPAYMENT OF
THE NOTE, THE TERMINATION OF THIS AGREEMENT AND THE TERMINATION OR RELEASE
OF THE LIEN OF THE MORTGAGE

Section 8.09 Complete Agreement. This Agreement, together with the schedules to this
Agreement, the Note and the other Loan Documents, and the other agreements and matters referred
to herein or by their terms referring hereto, is intended by the parties as a final expression of their
agreement and is intended as a complete statement of the terms and conditions of their agreement.
In the event of any conflict in the terms and provisions of this Agreement and any other Loan
Documents, the terms and provisions of this Agreement shall control

E
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Section 8.10 Survival, Successors and Assigns. All covenants, agreements,
representations and warranties of the Borrower which are contained in this Agreement shall survive
the execution and delivery to CFC of the Loan Documents and the making of the Loan hereunder
and shall continue in full force and effect until all of the obligations under the Loan Documents have
been paid in full. All covenants, agreements, representations and warranties of the Borrower which
are contained in this Agreement shall inure to the benefit of the successors and assigns of CFC. The
Borrower shall not have the right to assign its rights or obligations under this Agreement without the
prior written consent of CFC, except as provided in Section 5.02.A hereof.

Section 8.11 Use of Terms. The use of the singular herein shall also refer to the plural, and
vice versa.

Section 8.12 Headings. The headings and sub-headings contained in this Agreement are
intended to be used for convenience only and do not constitute part of this Agreement.

Section 8.13 Severability. If any term, provision or condition, or any part thereof, of this
Agreement, the Note or the other Loan Documents shall for any reason be found or held invalid or
unenforceable by any governmental agency or court of competent jurisdiction, such invalidity or
unenforceability shall not affect the remainder of such term, provision or condition nor any other term,
provision or condition, and this Agreement, the Note and the other Loan Documents shall survive and
be construed as if such invalid or unenforceable term, provision or condition had not been contained
therein.

Section 8.14 Binding Effect. This Agreement shall become effective when it shall have
been executed by both the Borrower and CFC and thereafter shall be binding upon and inure to the
benefit of the Borrower and CFC and their respective successors and assigns.

Section 8.15 Counterparts. This Agreement may be executed in one or more counterparts,
each of which will be deemed an original and all of which together will constitute one and the same
document. Signature pages may be detached from the counterparts and attached to a single copy of
this Agreement to physically form one document.

Section 8.16 Disclosure. This Agreement and any other Loan Document may be shared
by CFC with such Persons as shall be required in order to facilitate the issuance of the CREBs,
including, but not limited to, its attorneys, underwriters and investors in the CREBs.

Section 8.17 Schedule 1. Schedule 1 attached hereto is an integral part of this Agreement.

n
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed
as of the day and year first above written.

(SEAL)

SULPHUR SPRINGS VALLEY
ELECTRIC COOPERATIVE, INC.

/l3~ .By:

Title: ( r¢.S \\¢e_uJ7

M Q_4 Nm_r\,|

Attest: a ' F u l l Hr- \¢l\-ll u

CFIEDEN w. HUBEF%
CHIEF EXECUTIVE OFFICER

NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE CORPORATION

(SEAL)

\
By:M4/40M/@4/Zl546@{ Q /

Assistant Secretary-Treasurer

J MAFHANNE L DUSOLD

I

Attest: _ .
s i s ecretary-Treasurer58-

CRAIG COLANTUNI
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SCHEDULE 1

The purpose of this loan is to finance (i) the reimbursement of the cost of the Project of the
Borrower, including any reasonable costs and expenses incurred by the Borrower in
connection with financing the Project, as described and permitted by the terms of the Project
Agreement and (ii) a portion of CFC's costs in issuing the CREBs as set forth in Section
3.02.A.

The Project of the Borrower being financed by the Loan (funded by proceeds of the CREBs)
constitutes the following clean renewable energy facilities:

Bowie Unified School District Photovoltaic Solar Automobile Parking Shade Structure

This project will place photovoltaic modules costing $280,000 each, that will produce 23 kW
of electricity in the shade structures in the two Bowie Unified School District schools. The PV
structure will provide electricity to the respective school with excess power flowing to the
Borrower's system.

Subject to the terms of this Agreement, CFC has agreed to loan to the Borrower from
proceeds of the CREBs, an amount not to exceed $560,000.00 (the "CFC Commitment").

Draw Period shall mean the period beginning on the Closing Date and ending on the date that
is five (5) years thereafter.

The Borrower shall not purchase the LCTCs or any portion thereof with funds from the Loan.
The Borrower shall use its own funds or funds borrowed under another credit facility to
purchase such LCTCs, subject to the CFC policies regarding LCTCs set forth in the following
paragraph.

CFC Policies Regarding LCTCs' (i) Any solvent Member of CFC with an outstanding LCTC
purchased in connection with a loan from the proceeds of Securities may borrow the
outstanding amount of the LCTC from CFC without a further credit review, for a tem equal to
or shorter than the maturity of the LCTC at a rate equal to the comparable rate charged by
CFC for similarly classified loans, and (ii) any Member of CFC with an outstanding LCTC
purchased in connection with a loan from the proceeds of Securities may sell such LCTC to
another Member of CFC for consideration.

The Mortgage shall mean the Restated Mortgage and Security Agreement, dated as of
December 6, 2007, between the Borrower and CFC, as it may have been supplemented,
amended, consolidated, or restated from time to time.

The Note executed pursuant hereto is as follows:

The Subsidiaries of the Borrower referred to in Section 2.01 .B. are: None

The date of the Borrower's batanoe sheet referred to in Section 2.01 .H is June 30, 2006.

nb
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10.

11.

12.

The Borrower's exact legal name is: Sulfur Springs Valley Electric Cooperative, Inc.

The Borrower's organizational type is: Corporation

The Borrower is organized under the laws of the state of: Arizona

13. The Borrower's organizational identification number is: 0038220-2

14. The place of business or, if more than one, the chief executive office of the Borrower referred
to in Section 2.01 .I is 311 East Wilcox, Sierra Vista, Arizona 85635.

15. The Governmental  Authori ty referred to in Section 2.01.J. is: Arizona Corporation
Commission

16. The address for notices to the Borrower referred to in Section 8.01 is 311 East Wilcox,
Sierra Vista, Arizona 85635, Attention: General Manager, Fax: (520) 384-5223.

CFC LOANAG
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Exhibit A - Funds Requisition Statement

Bdrroliler QQ: Stilphur Springs Valley EleCtric Cooperative, Inc.. (AZQ14)
§4+Ai3Q34»CB001

.and PMjed Agreement With CFC dated :
$8385: 82U98A

CREEpAplilicatlon #: 4
Namedfftmjgetz.BowieUnified School District Photovoltaic Solar Automobile.ParkingShade Structure
Funds Reqtlisitioiii Statement No.:

AMount Requested:
Date Of Advance:

Disposition of Funds (wiring instructions):

Cerfifiirsation

Acting on behalf of the Borrower, I hereby certify that as of the date below: (1) I am duly
authorized to Make this certification and to request funds on the terms specified herein;
(2) the Borrower has met all of the conditions contained in the Loan Agreement and the
Project Agreement .listed above governing the . terms of this Advance that the Borrower is
required to Meetprior tO .ah AdyaNeeof fundS;(3) all of the representations ahdWanrahtles

.. 1 coritainec.in said L62tI.99+Q£¢¢n1Gnf§ii1d PfoiédAQr¢¢mentare true=and will continue =tobe
" true upon Lise of the ft;lnds'as hereby requested. (4).1riO Event .of Default,.uNder the LOan

Agreement or the Borrower's Mortgage, has. occurred .and is continuing; ($)l know .of
other event that has.occurred Which, with the lépSeof .timeand/or Notification to CFGofsucl8
event, or after giving. effect to this Advance, .Would beCorriean Event. of Default under fliie
been Agreementor the Borrower's MOrtgage; (6) the funds requested herein will be
only Asia reimbursement fornthe purpoeeSspecified in theLoan. Agreement and the Project.
lllgreerrientj (Z) the costs to be reimbursed. by the funds requested . herein are .capital
expenditufesand have rietpreviously been reimbursed under a previous Funds Requisition
statement; Berrcwer has secured sufficientfunds lo complete the Project; (9) any
necessary pérrriits and approvals required for the Project at this pointhave Hééhdbtaineiztz
(§1.Q)..tl€te 8ortcwer is maintaining a file containing true and cprrect copies of irpvoicee ertbllls
of. sale ccivmnc all items for which payment is Sought by this request; .(1.?l)EsuchiiO'stS have

:been incurred and-=paid the Borrow.er..in oonnecbcn with theproject;(12)the.Borrower j5
not using the funds requested hereby to Make arly pa§§ments. Of principal or interest due
under the Evan (13) no .expenditure which..is.being reimb=ursedby the ftmds
reqigreetee Ineréb¥waS paid. liriore thaN eighteen months efter the later of (i) thedaté the
.eatpegitlitltreis paideii (ianthe date the Project is placediN but in fioevent later than

= after original expenditure was is a
" table'listir\g=allof the NiajOrCoMponents of the Project.. heiii isfbeing requested

Funds Régulsitien Sétaterneht as= an advance forjoertaliqi. been.
advance§:l.on Component tO date, the percentage of. each.tit5i?riper€ient. that is ci5rTl§i§letet8l..

I
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to date, and the purpose of the advance(s) being requested by this Funds Requisition
Statement.

I hereby authorize CFC, for and on behalf of the Borrower, to forward this Funds Requisition
Statement to the Trustee for disbursement of the Advance from the Project Account relating
to the above Loan to the Borrower on the following terms, and hereby acknowledge and
agree that such terms shall be binding upon Borrower under the provisions of the Loan
Agreement governing this Advance:

Certified By:

Signature Date Title of Authorized Officer

PLEASE FAX TO 703-709-6776 ATTN : , Associate Vice President

APPROVED:

NATIONAL RURAL UTILITIES COOPERATIVE FINANCE CORPORATION

By:
Title:
Date:

CFC LOANAG
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EXHIBIT B

BRING-DOWN CERTIFICATE
OF

BORROWER

T he  unde rs i gned , , d u l y  q u a l i f i e d  o f f i c e r s  o f  S U L P H U R  S P R I N G S
V A LLE Y  E LE C T R I C  C O O P E R A T I V E ,  I N C .  ( t he "bo r row er " ) , an Ar i zona corpora t i on ,  hereby  cer t i f y
as fol lows:

1. T he  f o l l ow i ng  docum en t s  have  been  du l y  execu t ed ,  and  de l i ve red  o r  accep t ed  i n  t he
name and on behal f  o f  the Borrower by the author i zed of f i cer or  o f f i cers of  the Borrower pursuant  to ,
and in fu l l  compl iance wi th,  authori ty granted by the Board of  Trustees/Di rectors of  the Borrower:

DOCUMENT DATE OTHER PARTY OR PARTIES

Loan Agreement  ( the
"Agreement " )

_ 200_ Nat ional  Rural  Ut i l i t ies Cooperat ive
F inance Corpora t i on  ( "CFC")

Project Agreem en t ( the "Project
Agreement " )

1 2 0 0_

Note (the "Note") I 2 0 0

2 . Each o f  t he  representa t i ons  and warrant i es  o f  t he  Borrower  i n  t he  Loan Agreement  and
the Project  Agreement  are t rue and correct  on and as of  the date hereof  ( the "C los ing Date") , and the
Borrower has compl ied w i th  a l l  agreements  and sat i s f i ed a l l  cond i t i ons on i t s  par t  t o  be observed or
sat isf ied thereunder at  or prior to the Closing Date.

In WITNESS WHEREOF,  the unders igned have hereunto set  the i r  s ignatures th is
I  2008.

d a y  o f

S U L P H U R  S P R I N G S V A L L E Y  E L E C T R I C
C O O P E R A T I V E , i n c .

B y
Ti t le :

B y
Ti t le :

4
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EXHIBIT c

COMPLETION CERTIFICATE
OF

BORROWER

P u r s u a n t  t o  t h e  L o a n  A g r e e m e n t  d a t e d  a s  o f b y  a n d  b e t w e e n  S U L P H U R
S P R I N G S  V A LLE Y  E LE C T R I C  C O O P E R A T I V E ,  I N C .  ( t he  "B o r row er " )  and  N a t i ona l  R u ra I  U t i l i t i e s
Coopera t i ve  F i nance  Corpora t i on  ( "CFC")  re ra t i ng  t o  CFC Loan  Number  A2014-A-9034-CB001 ( t he
" L o a n  A g r e e m e n t " ) ,  t h e  u n d e r s i g n e d , ,  d u l y  q u a l i f i e d  o f f i c e r  o f  t h e
Borrower,  hereby cert i f ies as fol lows:

( i ) O n  [ d a t e  o f  c o m p l e t i o n ]  a l l  p o r t i o n s  o f  t h e  P r o j e c t  ( a s  d e f i n e d  i n  t h e  L o a n
A g r e e m e n t )  h a v e  b e e n  f u l l y  c o m p l e t e d  s u b s t a n t i a l l y  i n  a c c o r d a n c e  w i t h  a n y  p l a n s  a n d
speci f i cat ions therefore,  as then amended,  and

(i i ) A m o u n t  a d v a n c e d  o n  t h e  L o a n  (a s  d e f i n e d  i n  t h e  L o a n  A g re e m e n t )  a n d  t h e
use  o f  t he  p roper t y  f i nanced ,  re f i nanced  o r  re i m bursed  t he re f rom  w i l l  no t  cause  any  o f  t he
representa t i ons  or  cer t i f i ca t i ons  conta ined i n  t he  Pro jec t  Agreement  (as  de f i ned i n  t he  Loan
Agreement ) to be unt rue or resul t  in  a v io lat ion of  any covenant  in the Project  Agreement .

In WITNESS WHEREOF,  the undersigned have hereunto set  h is/her s ignature th is
,  20 .

day o f

S U L P H U R  S P R I N G S  V A L L E Y  E L E C T R I C
C O O P E R A T I V E ,  I N C .

B y
Ti t le :

l
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EXHIBIT D

TERMINATION CERTIFICATE
OF

BORROWER

P u r s u a n t  t o  t h e  L o a n  A g r e e m e n t  d a t e d  a s  o f b y  a n d  b e t w e e n  S U L P H U R
S P R I N G S  V A LLE Y  E LE C T R I C  C O O P E R A T I V E ,  I N C .  ( t he  "B o r row er " )  and  N a t i ona l  R u ra l  U t i l i t i e s
Coopera t i ve  F i nance  Corpora t i on  ( "CFC")  re l a t i ng  t o  CFC Loan  Number  AZ014-A-9034-CB001 ( t he
" L o a n  A g re e m e n t " ) ,  ` t h e  u n d e rs i g n e d , ,  d u l y  q u a l i f i e d  o f f i c e r  o f  t h e
Borrower,  hereby cert i f ies as fol lows:

( i ) a l l  po r t i ons  o f  t he  P ro j ec t  (as  de f i ned  i n  t he  Loan  Agreem ent )  have  no t  been
ful l y  completed substant ia l l y  in accordance wi th any plans and speci f i cat ions therefor,  as then
am ended ,

( i i ) no further acquis i t ion,  const ruct ion or insta l la t ion w i l l  occur w i th respect  to  the
Project  (as def ined in the Loan Agreement ),  and

(i i i ) t he  Bor row er  does  no t  i n t end  t o  reques t  any  f u r t he r  Advances  (as  de f i ned  i n
the Loan Agreement )  on the Loan (as def ined in  the Loan Agreement ) .

IN WITNESS WHEREOF,  the undersigned have hereunto set  his/her signature this
,  20 .

day  o f

S U L P H U R  S P R I N G S  V A L L E Y  E L E C T R I C
C O O P E R A T I V E ,  I N C .

B y
Ti t le:

CFC LOANAG
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SEGURED PROMISSORY NOTE

$840,000.00 dated as of

SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC., an Arizona corporation
(the "Borrower"), for value received, hereby promises to pay, without setoff, deduction,
recoupment or counterclaim, to the order of NATIONAL RURAL UTILITIES COOPERATIVE
FINANCE CORPORATION (the "Payee"), at its office in Hemdon, Virginia office or such other
location at its office in Hemdon, Virginia or such other location as the Payee may designate to
the Borrower, in lawful money of the United States, the principal sum of EIGHT HUNDRED
FORTY THOUSAND AND 00/100 DOLLARS ($840,000.00), or such lesser sum of the
aggregate unpaid principal amount of all advances made by the Payee pursuant to that certain
Loan Agreement dated as of even date herewith between the Borrower and the Payee, as it
may be amended from time to time (herein called the "Loan Agreement"), and to pay interest on
all amounts remaining unpaid hereunder from the date of each advance in like money, at said
office, at the rate and in amounts and payable on the dates provided in the Loan Agreement
together with any other amount payable under the Loan Agreement. If not sooner paid, any
balance of the principal amount and interest accrued thereon shall be due and payable on the
Maturity Date.

This Note is secured under a Restated Mortgage and Security Agreement, dated of
December 6, 2007 between the Borrower and the Payee, as it may have been or shall be
supplemented, amended, consolidated or restated from time to time ("Mortgage"). This Note is
one of the Notes referred to in, and has been executed and delivered pursuant to, the Loan
Agreement.

The principal hereof and interest accrued thereon and any other amount due under the
Loan Agreement may be declared to be forthwith due and payable in the manner, upon the
conditions, and with the effect provided in the Mortgage or the Loan Agreement.

The Borrower waives demand, presentment for payment, notice of dishonor, protest,
notice of protest, and notice of non-payment of this Note. .

IN WITNESS WHEREOF the Borrower has caused this Note to be signed in its corporate
name and its corporate seal to be hereunto affixed and to be attested by Its duly authorized
officers, all as of the day and year first above written.

SULPHUR SPRINGS VALLEY
ELECTRIC COOPERATIVE. INC

(SEAL)
By

me tr t6l@uT
Attest

..c,l.tal ,

Loan No. AZ014-A-9035-CB001

CFREDEN w. HUBEFI
CHIEF ExEcuTuvE OFFICER

CFC NOTE
AZ014-A-9035-CB001 (JABLONJ)
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PROJECT AGREEMENT

OF

SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC. (THE"Bo1eRowER") r

DATED: as of I87/8V M47
The undersigned is a duly qualified officer of the Borrower named above and, as such

officer, is familiar with (i) the properties, affairs and records of the Borrower, (ii) the issuance of
the Securities (as hereinafter defined) and the use of the proceeds thereof as it relates to the

Borrower and(iii) the Project, as hereinafter defined.

In connection with the issuance of the Clean Renewable Energy Bonds (Cooperative
Renewable Energy Projects) Series 2008A (the "Securities"), being issued by the National Rural
Utilities Cooperative Finance Corporation (the "Issuer"), the undersigned hereby certifies and
covenants regarding the use of the proceeds of the Securities advanced to the Borrower, as
follows:

General.

1.1 This Project Agreement is made pursuant to Section 54 of the Internal Revenue
Code of 1986, as amended (the "Code"), and any United States Treasury
regulations and other guidance thereunder to make the certifications required by
Section 54 of the Code and any United Stares Treasury regulations and other
guidance thereunder and to establish the reasonable expectations of the Borrower
with respect to the amount and use of amounts to be advanced to the Borrower
pursuant to the Loan Agreement dated as of even date herewith between the
Issuer and the Borrower (the "Loan Agreement "). Capitalized terms used herein
are defined where they first appear or are defined in Exhibit A attached hereto.

1.2 This Project Agreement is based on facts and estimates in existence on the date
hereof and the continued veracity of these facts and estimates as of the date that
die Securities are issued (the "Closing") will be confirmed by the Borrower on
the date of Closing, and on the basis of such facts and estimates, the Borrower
expects that the events described herein will occur. To the best of  the
undersigned's knowledge, information, and belief, the expectations contained in
this Project Agreement are reasonable.

l
i

1.3

I
t

The Borrower is a Qualified Borrower, as defined inExhibitA, and is responsible
for the acquiring/constructing/equipping of the Project (defined below). The
undersigned has reviewed this Project Agreement, as well as the provisions of
Section 54 of the Code and any United States Treasury regulations and other
guidance thereunder, with its own legal counsel and understands and is familiar
with this Project Agreement and the provisions of Section 54 and any United
States Treasury regulations and other guidance thereunder. The Borrower will

E
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_ comply in all respects with the provisions of Section 54 and any United States
Treasury regulations and other guidance thereunder.

1.4 The Borrower agrees to keep and retain or cause to be kept and retained sufficient
records to demonstrate compliance with the covenants in this Project Agreement
Such records shall include, but are not limited to, basic records relating to the
issuance of the Securities (including this Project Agreement and the inducement
resolution as described in Section 3.3 hereof), documentation evidencing the
expenditure of  amounts advanced to the Borrower pursuant to the Loan
Agreement, documentation evidencing the use of property financed with amounts
advanced to the Borrower pursuant to the Loan Agreement, and documentation
evidencing all sources of payment or security maintained by the Borrower for
amounts advanced to the Borrower pursuant to the Loan Agreement. Such
records shall be kept until the date three (3) years after the CREB Maturity Date

1.5 Neither the Borrower nor any Related Person (as defined in Exhibit A) to the
Borrower will purchase any Securities

Qualified Project

2.1 The Loan Agreement requires the amounts advanced thereunder to be used for
facilities to be owned by the Borrower, described in more detail in Section 2.2
hereof and in ExhibitB attached hereto as the "Updated Description of the
Project" (the "Project "). The Project was originally described in an exhibit to the
Application for National Clean Renewable Energy Bond Limitation submitted to
the Internal Revenue Service by the Issuer in support of the national clean
renewable energy bond allocation received by die Issuer, which "Original
Description of the Project" is attached hereto as Exhibit C

2.2 The Project is a Solar Energy Facility (the "Qualifying Faeility"), as defined i n
Exhibit A and property functionally related and subordinate thereto, as further
described in Exhibit B. attached hereto

Clean RenewableEnerzv Bonds Qualification

3.1 At least 95 percent of the proceeds advanced to the Borrower pursuant to the Loan
Agreement will be used by the Borrower for capital expenditures with respect to
the Project. None of the proceeds of the Loan (as defined in the Loan Agreement)
will be paid to the Issuer, the Borrower or any Related Person to the Issuer or the
Borrower, except for amounts paid to the Borrower to reimburse the Borrower for
actual and direct expenditures relating to the Project paid by the Borrower to
persons other than the Issuer, the Borrower or any Related Person to the Issuer or
the Borrower

3.1 The Borrower has incurred or will, within six months of the Closing Date, incur a
substantial binding obligation (not subject to contingencies within the control of
the Issuer, the Borrower or any Related Person to either of them) to a third party

i
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to expend at least ten percent of the Loan Amount (i.e. the total amount to be
advanced to the Borrower pursuant to the Loan Agreement). It is expected that
the work of acquiring/construating/equipping the Project and the expenditure of
the Loan Amount will proceed with due diligence through September 29, 2008, at
which time it is anticipated that the Loan Amount will have been spent in its
entirety. The Borrower acknowledges that, to the extent that less than 95 percent
of the Loan Amount is expended by a date five years from the date of issuance of
the Securities, the Borrower will be required to prepay its Loan in an amount, and
the Issuer will redeem Securities at the end of such five-year period in an amount,
necessary to maintain the tax credit with respect to the Securities, unless
otherwise permitted by Section 6.5 hereof

It is expected that all amounts advanced to the Borrower under the Loan
Agreement will be spent to pay costs of the Project in accordance with the
estimated periodic drawdown schedule contained in Exhibit D, attached hereto.
The assumptions set forth in this Section 3.2 and on Exhibit D, attached hereto,
represent the Borrower's best estimate, as of this date, of the periodic drawdown
schedule of the Loan Amount.

3.3 The Borrower may use amounts advanced to the Borrower under the Loan
Agreement to reimburse itself for expenditures paid prior to the date of issuance
of the Securities. The Borrower shall reimburse itself for expenditures paid prior
to the date of issuance of the Securities only if such expenditure was paid after the
Borrower adopted an inducement resolution, and the expenditure is described in
such inducement resolution.

The Borrower shall use proceeds of the Loan to reimburse itself for
expendimres paid prior to the date the Securities were issued only if such
reimbursement is made within eighteen months after the later of (i) the date
the expenditure is paid or (ii) the date the Project is placed in service, but in
no event later than three years after the date the original expenditure was
paid.

Except for any reimbursement allowed under this Section 3.3, no portion of the
proceeds advanced to the Borrower will be used to pay for expenditures relating
to acquiring existing facilities (as contrasted with costs of enhancements, repair or
rehabilitation of existing facilities).

i
1
t

3.4 Neither the Project nor apportion thereof has been, is expected to be, or will be
sold or othenvise disposed vi in whole or in part, prior to the last maturity date of
the Securities.

3.5 'The Borrower has entered into the Loan Agreement of even date hereof under
which it is committed to borrow $840,000 from the Issuer of the Securities and
the Borrower reasonably expects to borrow and expend the R111 amount of such
commitment.
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3.6 At least 75% of the Loan Amount is expected to be used for Construction
Purposes.

3.7 The Borrower will not use proceeds of the Loan (i) to pre-pay for goods or
services to be received over a period of years prior to the date such goods or
services are to be received, or (ii) to pay for or otherwise acquire goods or
services from an Affiliated Person, as defined inExhibit A.

3.8 The Borrower shall at all times be a Qualified Borrower.

4. RemedialAction.

4.1 The Borrower agrees to operate the Project as a Qualifying Facility.

The Borrower acknowledges that if property financed with proceeds of the
Securities advanced to the Borrower is operated in a manner other than as a
Qualifying Facility such operation may constitute a "deliberate action" that may
require remedial actions to prevent the tax credit being produced by the Securities
from being disallowed.

The Borrower shall promptly contact the Issuer as provided in Section 6.3 hereof
if it considers operating property financed with proceeds of the Loan other than as
a Qualifying Facility.

4.2 The Borrower acknowledges that if property financed with proceeds of the Loan
is sold or otherwise disposed of in a manner contrary to the provisions of
Section 3.4 hereof; such sale or disposition may constitute a "deliberate action"
that may require remedial actions to prevent the tax credit being produced by the
Securities from being disallowed. If the Borrower considers the sale or other
disposition of property financed with proceeds of the Loan, it shall promptly
contact the Issuer, in the manner set forth in Section 6.3 hereof.

5. Funds and Accounts: Investments.

5.1 After the issuance of the Securities, neither the Borrower nor any RelatedPerson
to the Borrower has or will have any property, including cash, securities or any
other property held as a passive vehicle for the production of income or for
investment purposes, that constitutes:

s

(i) amounts that have a sufficiently direct nexus to the Securities or to
the governmental purpose of the Securities to conclude that the amounts would
have been used for that governmental purpose if the Securities were not used or to
be used for that governmental purpose (the mere availability or preliminary
earmarking of such amounts for a governmental purpose, however, does not itself
establish such a sufficient nexus) ;

i
I
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(ii) amounts in a debt service fund, redemption fund, reserve fund,
replacement fund or any similar fund to the extent reasonably expected to be used
directly or indirectly to pay principal of or interest on the Securities or any
amounts for which there is provided, directly or indirectly, a reasonable assurance
that the amount will be available to pay principal of or interest on the Securities or
any credit enhancement or liquidity device with respect to the Securities, even if
the Issuer, the Borrower or any Related Person to either of them encounter
financial difficulties, or

(i i i ) any amounts held pursuant to any agreement (such as an agreement
to maintain certain levels of types of assets) made for the benefit of the holders of
the Securities or any credit enhancement provider, including any liquidity device
or negative pledge (e.g., any amount pledged to pay principal of or interest on an
issue held under an agreement to maintain the amount at a particular level for the
direct or indirect benefit of holders of the Securities or a guarantor of the
Securities);

No compensating balance, liquidity account, negative pledge of property held for
investment purposes required to be maintained at least at a pMcular level or
similar arrangement exists with respect to, in any way, the Securities or any credit
enhancement or liquidity device related to the Securities.

5.2 During the acquiring/constructing/equipping of the Project, the Borrower will
only draw down amounts from the Issuer for capital expenditures already paid by
theBorrower.

5.3 Neither the Borrower nor any Related Person to the Borrower will enter into any
hedge (e.g., an interest rate swap, interest rate cap, fixtures contract, forward
contract or an option) with respect to the Loan or the Securities.

5.4 All property subject to the Mortgage is and will be used by the Borrower in the
conduct of its trade or business. The Borrower reasonably expects to repay the
Loan from current operating revenues. The Mortgage does not require that cash,
securities, obligations, annuity contracts or odder property held principally as a
passive vehicle for the production of income be maintained, individually or
collectively, at any particular level.

6. Miscellaneous.

6.1 This Project Agreement shall be governed by and construed in accordance with
the laws of the Commonwealth of Virginia.

6.2 Prior to the date 15 days before the Securities were sold, neither the Borrower nor
any Related Person to the Borrower has sold or delivered any obligations that are
reasonably expected to be paid out of substantially the same source of funds as the
Securities. Neither the Borrower nor any Related Person to the Borrower will sell

I

8

CFC DOC
Az014-A-9035-CBOD1 (JABLONJ )

8
2
I
gi



or deliver within 15 days after the date hereof any obligations that are reasonably
expected to be paid out of substantially the same source of funds as the Securities

6.3 All notices provided for herein shall be given or made in writing (including
without limitation, by telecopy) and delivered to the Issuer at the "Address for
Notices" specified below. All such communications shall be deemed to have
been duly given (i) when personally delivered including, without limitation, by
overnight mail or courier service, (ii) in the case of notice by United States mail
certified or registered, postage prepaid, return receipt requested, upon receipt
thereof, or (iii) in the case of notice by. telecopy, upon transmission thereof]
provided such transmission is promptly confirmed by either of the methods set
forth in clauses (i) or (ii) above in each case given or addressed as provided for
herein. The Address for Notices of the Issuer is as follows

National Rural Utilities Cooperative Finance Corporation
2201 Cooperative Way
Herndon, Virginia 20171-3025
Attention: Senior Vice President - Member Services
Fax #703-709-6776

6.4 The Borrower represents that it has not been contacted by the Internal Revenue
Serv ice or any issuer of bonds, the proceeds of which were loaned to the
Borrower regarding any examination of any tax exempt bonds issued for the
benefit of the Borrower. To the best of the knowledge of the Borrower, no such
obligations of the Borrower are currently under examination by the Internal
Revenue Service

6.5 Any restriction or covenant contained herein need not be observed or may be
changed if such nonobservance or change will not result in the loss of any tax
credit under Section 54 of the Code for the purpose of federal income taxation to
which die Securities is otherwise entitled and the Borrower receives an opinion of
Bond Counsel to such effect and the Issuer agrees to such nonobservance or
change

6.6 If any clause, provision or section of this Project Agreement is ruled invalid by
any court of competent jurisdiction, the invalidity of such clause, provision or
section shall not affect any of the remaining clauses, sections or provisions hereof

6.7 The terms, provisions, covenants and conditions of this Project Agreement shall
bind and inure to the benefit of the respective successors and assigns of the Issuer
and the Borrower

6.8 This Project Agreement shall terminate on the date three (3) years alter the CREB
Maturity Date
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The undersigned acknowledge that this Project Agreement is given as a basis for an
opinion of the law firm of Chapman and Cutler LLP, Chicago, Illinois, and such firm is hereby
authorized to rely on this Project Agreement.

DATED as of the day and year first above written.

SULPHUR SPRMGS VALLEY ELECTRIC
COOPERATIVE, INC.

By
Title

<92 »v `Yvu»
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EXHIBIT A

DEFINITIONS

"Affiliated Person " means any Person that (a) at any time during the six months prior to
the Closing Date, (i) has more than five percent of the voting power of the governing body of the
Issuer or the Borrower in the aggregate vested in its directors, officers, owners, and employees or
(ii) has more than five percent of the voting power of its governing body in the aggregate vested
in directors, officers, board members, owners, members or employees of the Issuer or the
Borrower or (b) during the one-year period beginning six months prior to the Closing Date, (i)
the composition of the governing body of which is modified or established to reflect (directly or
indirectly) representation of the interests of the Issuer or the Borrower (or for which an
agreement, understanding, or arrangement relating to such a modification or establishment
during that one-year period) or (ii) the composition of the governing body of the Issuer or the
Borrower is modified or established to reflect (directly or indirectly) representation of the
interests of such Person (or for which an agreement, understanding, or arrangement relating to
such a modification or establishment during that one-year period).

"Bond CounseI" means Chapman and Cutler LLP or any other nationally recognized
firm of attorneys experienced in the field of municipal obligations whose opinions are generally
accepted by purchasers of municipal obligations.

"Closing Date " means the date the Issuer issues the Securities.

"Code " means the Internal Revenue Code of 1986, as amended.

"Constructed Personal Property" means tangible personal property (or, if acquired
pursuant to a single acquisition contract, properties) or Specially Developed Computer Software
if (i) a substantial portion of the property or properties is completed more than six (6) months
after the earlier of the date construction or rehabilitation commenced and the date the Borrower
entered into an acquisition contract, (ii) based on the reasonable expectations of the Borrower, if
any, or representations of the person constructing the property, with the exercise of due
diligence, completion of construction or rehabilitation (and delivery to the issuer) could not have
occurred within that six-month period; and (iii) if the Borrower itself builds or rehabilitates the
property, not more than 75 percent of the capitalizable cost is attributable to property acquired by
the Borrower (e.g., components, raw materials, and other supplies).

"Construction Purposes " means capital expenditures that are allocable to the cost of Real
Property or Constructed Personal Property. Except as provided in the next succeeding sentence,
construction expenditures do not include expenditures for acquisitions of interests in land or
other existing real property. Expenditures are not for the acquisition of an interest in existing
real property other than land if the contract between the seller and the Borrower requires the
seller to build or install the property (e.g., a turnkey contract), but only to the extent that the
property has not been built or installed at the time the parties enter into the contract.
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"Control" means the possession, directly or indirectly through others, of either of the
following discretionary and non-ministerial rights or Powers over another entity (i) to approve
and to remove without cause a controlling portion of the governing body of a Controlled Entity,
or (ii) to require the use of funds or assets of a Controlled Entity for any purpose.

"Controlled Entity" means any entity or one of a group of entities that is subject to
Control by a Controlling Entity or group of Controlling Entities.

"Controlled Group " means a group of entities directly or indirectly subject to Control by
the same entity or group of entities, including the entity that has the Control of the other entities .

"Controlling Entity" means any entity or one of a group of entities directly or indirectly
having Control of any entities or group of entities.

"CREB Maturity Date " shall have the meaning ascribed to it in the Loan Agreement.

"Governmental Body" means any State, territory, possession of the United States, the
District of Columbia, Indian tribal government, and any political subdivision thereof

"Mortgage " means the mortgage and security agreement applicable to substantially all of
the property of the Borrower.

"Qualified Borrower" means (i) a mutual or cooperative electric company described in
Sections 50l(c)(12) or 1381(a)(2.)(C) of the Code, or (ii) a Governmental Body (as defined
above).

"Real Property" means land and improvements to land, such as buildings or other
inherently permanent structures, including interests in real property. For example, real properly
includes wiring in a building, plumbing systems, central heating or air-conditioning systems,
pipes or ducts, elevators, escalators installed in a building, paved parking areas, roads, wharves
and docks, bridges, and sewage lines.

"Related Person " means any member of the same Controlled Group as the Issuer or the
Borrower and any person related to the Issuer or a Borrower wi thin the meaning of
Section 144(a)(3) of the Code.

"Solar Energy Facility " means a facility using solar energy to produce electricity.

"Specially Developed Computer Software" means any programs or routines used to
cause a computer to perform a desired task or set of tasks, and the documentation required to
describe and maintain those programs, provided that the software is specially developed and is
functionally related and subordinate to real property or odder constructed personal property.

"Tangible Personal Property" means any tangible property other than real property,
including interests in tangible personal property. For example, tangible personal property
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includes machinery that is not a structural component of a building, subway cars, fire trucks
automobiles, office equipment, testing equipment, and furnishings
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EXHIBIT B

UPDATED DESCRIPTION OF THE PROJECT

CFC App l i ca t i on
Bond Proceeds Needed for Project :
Bond Al locat ion Requested and Received:

N o .  5  Su l f u r  Sp r i ngs  Va l l ey  EC ,  I nc .

$840,000
$840,000

Name of  Project Cochise Col lege Solar Automobi le Parking Shade St ructure

Project Street Addresses

Cochise Col lege
901 N .  Co lombo Ave.
Sierra Vista, Az 85835
Phone (520) 515-0500

Cochise Col lege
1025 State Route 90
B e n s o n ,  A z  8 5 6 0 2
Phone (520) 586-1981

Cochise Col lege
1110 W.  Fremont  St .
W i l l c o x ,  A Z  8 5 6 4 3
Phone  (520 )384 -4502

C oun t y Cochise County

Indiv idual  Name to Contact
Com pany  Nam e
Street  Address
Ci ty,  State,  Zip
Telephone Number
F a x

Jack B la i r
Sulphur Springs Val ley EIectn'c Cooperat ive,  Inc.
311  E .  W i l cox  Dr i ve
Sierra V ista, A Z 85635
(520)  515-3470
(520)  458-3467

Updated Detailed Description of  the Project :

A cant i levered shade st ructure at  a school  on the top of  which wi l l  be constructed a 23kW solar
photovol ta ic system to supply power to the school .  Excess power wi l l  f low on to the SSVEC
system.

E
CFC DOC
AZ014-A-9035-CB001 (JABLONJ)
117506-1

I
l

i

a U

it

3

x
I



EXHIBIT C

ORIGINAL DESCRIPTION OF THE PROJECT

[ATTACH COPY on ExmB1T A To ISSUER APPLICATION To THE IRS]
CLEAN RENEWABLE ENERGY BONDS APPLICATION

EXHIBIT  A

SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC. ( S S V E C )

COCHISE COLLEGE SHADE STRUCTURE

This pro ject  w i l l  p lace photovol ta i c  modules cost ing $280,000 each,  that  w i l l  produce 23 kW of
elect r ic i ty in the automobi le parking shade st ructures in the three Cochise Col lege schools.  The
PV st ructure  w i l l  p rov ide e lect r i c i t y  t o  the respect i ve school  a t  no charge.  There w i l l  a l so be a
cable connect ion to a computer in the l ibrary of  each school  to show students how the system is
w o r k i n g

This project  is the ident ical  project  that  Navopache Elect r ic Cooperat ive in Arizona bui l t  in 2001
that  cont inues to funct ion wi th no issues/problems

SSVEC w i l l  opera te  and  ma in ta i n  t he  s t ruc tu re .  Any  excess  power  p roduced w i l l  f l ow  back  t o
the SSVEC gr id

The PV s t ruc tures  a t  t he  schoo ls  w i l l  s i gn i f i cant l y  reduce the i r  e lec t r i c  b i l l s ,  wh i ch  have been
disproport ionately large due to the per meter monthly surcharges mandated by die Envi ronmental
Port fo l i o  Program (EPP),  and approved by the Arizona Corporat ion Commiss ion.  A l l  customers
pay t he  EPP fees  t o  SSVEC,  wh i ch  uses t hem to  f und renewab le  energy  pro jec t s .  S ince  each
schoo l  has  many meters, t hey  pay  t he  EPP a  d i sp ropor t i ona t e l y  l a rge  amount  o f  do l l a rs .  The
benef i t  of  reduced elect ric bi l ls wi l l  of fset  thei r payments into the i 'und

The RFP i ssued by  Su l f u r  Spr i ngs  Va l l ey  E lec t r i c  Coopera t i ve  f o l l ows

CFC DOC
Az014-A-eoas-csom (JABLONJ)
117508-1



SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC.
A TOUCHSTONE ENERGY® COOPERATIVE

FOR THE ELECTRIC CGOPERATIVES IN THE STATE OF ARIZONA

REQUEST
A

PROPOSAL

For

A Pl-IOTOVOLTAIC SYSTEM
USED FOR

SHADE STRUCTURES
F o r

PUBLIC BUILDINGS

Issumnz AUGUST 1, 2005

Narrative: The Electric Cooperatives in Arizona (Duncan Valley EC, Graham County
EC, Mohave EC, Navopache EC, Sulfur Springs Valley EC, Trico EC and Arizona Electric

Power Cooperative, Inc.) request a proposal for a modular designed system to supply a 10 kW
to30 kW Photovoltaic (PV) system. System size is relative to the space available for the PV
panels on each site. System may consist of multiple freestanding modules interconnected to meet
the 10 to 30 kW size requirement. Modules to be used as freestanding carports or freestanding
covers for walkways to provide shade. These systems are to be used at public buildings to
increase the awareness of PV systems and operations and systems will be sized based on the
available space. Base pricing for 10, 15, 20, 25, and 30 kW systems are requested (systems may
be rounded to the nearest kw increment). The interconnection cost from the PV system to
nearest distribution panel will be on a case by case basis due to the variation in sites. This RFP is
not all inclusive and contractor may include other specifications or requirements they feel are
necessary for a successful venture.

This RFP is released on August 1, 2005 and response must be in a written proposal by
October 1, 2005. For questions or clarification of details please contact Albert Gomez (520-515-
3473) or David Bane (520~515-3472).

SCOPE OF WORK - THE CONTRACTOR WILL BE RESPONSIBLE FOR THE FOLLOWInGs

•

•

•

•

•

Structural design of the supporting PV structures (carport and walkway)
One line circuit diagrams for approval by local Cooperative's engineering department
Complete wiring diagrams (to be included in owner manual)
Isolation transformers as needed to meet the NEC
Purchase and installation of all components
Systems test period of 4-6 weeks prior to transfer of title of equipment to site owner
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•

•

•

•

•

Any required Permits (Cooperative will reimburse actual cost of permits)
Meter socket on the A/C output of the inverter(s)
Interconnection with Customers electric service
Fencing around inverters and other equipment as required for security and public safety
Project to meet or exceed SunWatts standards
Basic training for site owner / site operator
Operators Manual

THE COOPERATIVE WILL PROVIDE THE FOLLOWING :

Meter to measure AC output from PV system to owners electric panel
Written pennission from site owner to build the PV Module
Act as the point of contact with the installation Contractor on behalf of the site owner

STRUCTURAL DESIGN REQUIREMENTS :

The basic structure is to support the PV cells but must be able to work as a carport with
all the required clearances. Support should be in a cantilever style to allow easy parldng, spacing
on vertical supports should be in multiples of 10 feet to be able to match typical parldng lot
spacing, height should allow the parldng of full size passenger vans, and structure does not have
to be water proof (providing shade to vehicles is secondary to the production of energy). Sample
profile (to show intent not required design) is onpage 4. Ideal structure would have the ability to
support PV panels that would be effective if the long side of the structure is in a North-South as
well as East-West orientation.

PV DES1GN REQUIREMENTS:

•

•

•

•

•

•

•

•

•

•

•

PV panels shall have warranty for a minim mum of 15 years to cover rated output (output
degradation not to exceed 20% over life of panel)
All system components will be UL certified
System will include isolation transformers per section 250-30 of the NEC
Polyphase inverter with voltage to match customer's system
Inverter to match capacity of project
15 year manufacturers warranty on Inverter (contractor may use an extended warranty

insurance policy to meet 15 year requirement)
Contractor will warranty repair labor at 100% for first 5 years, 66% of labor for second 5

years, and 33% of labor for remaining 5 years, (limited to warranty repairs)
Interconnection costs from site of PV system to nearest practical distribution panel will be
on a case by case basis, (site selection process will keep this as short as possible)
SunWatts Requirement:
One-line drawings subject to approval by local Cooperative's engineering department
Units to operate in parallel with grid
Includes protection for out of frequency problems
Low harmonics
Inverter must disconnect in the event grid power is lost

CFC DOC
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• Lockable safety switch located between the inverter and meter socket

TRAINING REQUIREMENTS!

The Contractor will prov ide suff icient time with the site owner to explain how to
disconnect the system, locate inverter, identify all junction boxes between the modules, and
identify any system waring lights or displays. Contractor will also provide system manual with
basic operating instructions and all the associated warranty information and manufacturer
contacts listed.

-
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Az014-A-9035-CB001 (JABLONJ)
117506-1



Rl

4° r

EXHIBIT D

MONTHLY DRAWDOWN SCHEDULE OF AMOUNTS TO BE ADVANCED TO THE
BORROWER PURSUANTTO THE LOAN AGREEMENT

DATE ON WHICH PROCEEDS ARE
EXPECTED TO BE EXPENDED

AMOUNTS o1= PROCEEDS To BE
EXPENDED

6/02/2008 $ 280,000

6/09/2008 s 280,000

9/29/2008 $280,000

;

s
I

i
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COOPERATIVE FINANCE CORPORATION

Issuer

LOAN AGREEMENT

Dated as of I2/m72002

Clean Renewable Energy Bonds
(Cooperative Renewable Energy Projects) Series 2008A

of National Rural Utilities Cooperative Finance Corporation
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LOAN AGREEMENT

LOAN AGREEMENT (this "Agreement") dated as of ,
between SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC. ("Borrower"), a
corporation organized and existing under the laws of the State of Arizona and NATIONAL RURAL
UTILITIES COOPERATIVE FINANCE CORPORATION ("CFC"), a cooperative association
organized and existing under the laws of the Districl of Columbia.

RECITALS

WHEREAS, the Borrower has applied to CFC for a loan for the purposes set forth in
Schedule 1 hereto, and CFC is willing to make such a loan to the Borrower on the terms and
conditions stated herein, and

WHEREAS, the Borrower has agreed to execute a promissory note to ev idence an
indebtedness in the aggregate principal amount of the CFC Commitment (as hereinafter defined).

NOW, THEREFORE, for and in consideration of the premises and the mutual covenants
hereinafter contained, the parties hereto agree and bind themselves as follows:

ARTICLE I

DEFINITIONS

Section 1.01 For purposes of this Agreement, the following capitalized terms shall have the
following meanings (such definitions to be equally applicable to the singular and the plural form
thereof). Capitalized terms that are not defined herein shall have the meanings as set forth in the
Mortgage.

J

"Accounting Requirements" shall mean any system of accounts prescribed by a federal
regulatory authority having jurisdiction over the Borrower or, in the absence thereof, the requirements
of GAAP applicable to businesses similar to that of the Borrower.

"Advance" shall mean each advance of funds by CFC to the Borrower pursuant to the terms
and conditions of this Agreement, including the Initial Advance and the Primary Advance.

"Authorized Officer of the Borrower" means the Chairman, General Manager or Chief
Financial Officer of the Borrower or any other person authorized by the Board of the Borrower so to
act or any other person performing a function similar to the function performed by any such officer or
authorized person.

"Average DSC Ratio" shall mean the average of the Borrower's two highest annual DSC
Ratios during the most recent three calendar years.

"Bond Counsel" means an attorney at law or a firm of attorneys (designated by CFC and
acceptable to the Trustee) of nationally recognized standing in matters pertaining to the tax-exempt
nature of interest or tax credits on bonds issued by states and their political subdivisions, duly
admitted to the practice of law before the highest court of any state of the United States of America.

CFC LOANAG
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"Business Day" shall mean any day that both CFC and the depository institution CFC
utilizes for funds transfers hereunder are open for business.

"CFC Commitment" shall have the meaning as defined in Schedule 1.

"CFC CREB Rate" shall mean the interest rate charged by CFC for loans made by CFC from
proceeds of the CREBs which rate shall not exceed one hundred and fifty basis points (150/100 of
1%) per annum.

"Closing Date" shall mean the date CFC issues the CREBs.

"Code" shall mean the Internal Revenue Code of 1986, as supplemented and amended.

"Completion Certificate" shal l  mean the cert i f icate of  the Borrower requi red
Section 5.01 .P of this Agreement, substantially in the form of Exhibit C hereto.

by

"CREBs" shall mean the series of Securities issued by CFC to provide Financing for the
Project.

"CREB Maturity Date" shall mean the maturity date of the CREBs, which shall be the
December 15th prior to the Maximum CREB Term Anniversary Date.

"Debt Service Coverage ("DSC") Ratio" shall mean the ratio determined as follows: for any
calendar year add (i) Operating Margins, (ii) Non-Operating Margins--Interest, (iii) Interest Expense,
(iv) Depreciation and Amortization Expense, and (v) cash received in respect of generation and
transmission and other capital credits, and divide the sum so obtained by the sum of all payments of
Principal and Interest Expense required to be made during such calendar year, provided, however,
that in the event that any amount of Long-Term Debt has been refinanced during such year, the
payments of Principal and Interest Expense required to be made during such year on account of
such refinanced amount of Long-Term Debt shall be based (in lieu of actual payments required to be
made on such refinanced amount of Long-Term Debt) upon the larger of (i) an annualization of the
payments required to be made with respect to the refinancing debt during the portion of such year
such refinancing debt is outstanding or (ii) the payment of Principal and Interest Expense required to
be made during the following year on account of such refinancing debt

Rate" shall mean a rate per annum equal to one hundred and fifty basis points
(150/100 of 1%)

Default

Depreciation and Amortizatlon Expense" shal l  mean an amount consti tut ing the
depreciation and amortization of the Borrower computed pursuant to Accounting Requirements

Determination of Tax Credit Ineligibility" shall mean a determination that a particular
series of Securities does not qualify for a tax credit for the owner thereof under Section 54 of the
Code, which determination shall be deemed to have been made upon the occurrence of the first to
occur of the following

(a) the date on which CFC determines that there is a significant likelihood that a
particular series of Securities may not qualify for a tax credit, if  such determination is
supported by a written opinion of Bond Counsel to that effect, or

CFC LCANAG
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(b) the date on which CFC shall receive notice in writing that the Trustee has been
advised by the owner of any Security that a particular series of Securities does not qualify for
a tax credit for the owner thereof, based upon a final determination made either by: (A) the
Internal Revenue Service in a published or private ruling or technical advice memorandum or
(B) any court of competent jurisdiction in the United States of America, as a result of a failure
by CFC or any borrower to observe any agreement or representation in the Tax Compliance
Agreement or a Loan Agreement or Project Agreement relating to the proceeds of the
Securities. Any such determination will not be considered final for this purpose unless the
Owner of the Securities involved in the proceeding or action resulting in the determination (i)
gives CFC and the Trustee prompt written notice of the commencement thereof and (ii) if
CFC agrees to pay all expenses in connection therewith and to indemnify such Owner of the
Securities against all liabilities in connection therewith, offers CFC an opportunity to contest
the determination, either directly or in the name of the Owner of the Securities, and until
conclusion of any review, if sought.

"Distributions" shall mean, with respect to the Borrower, any dividend, patronage refund,
patronage capital retirement or cash distribution to its members, or consumers (including but not
limited to any general cancellation or abatement of charges for electric energy or services furnished
by the Borrower). The term "Distribution" shall not include (a) a distribution by the Borrower to the
estate of a deceased patron, (b) repayment by the Borrower of a membership fee upon termination of
a membership, or (C) any rebate to a patron resulting from a cost abatement received by the
Borrower, such as a reduction of wholesale power cost previously incurred.

"Draw Period" shall have the meaning as described in Schedule 1 hereto.

"Environmental Laws" shall mean all laws, rules and regulations promulgated by any
Governmental Authority, with which Borrower is required to comply, regarding the use, treatment
discharge, storage,
distribution, transport, release of or exposure to any Hazardous Material.

management, handling, manufacture, generation, processing, recycling,

"Equity" shall mean the aggregate of the Borrower's equities and margins computed
pursuant to Accounting Requirements.

"Event of Default" shall have the meaning as described in Article Vl hereof.

"Funds Requisition Statement" shall mean the certificate of the Borrower, in the form set
forth as Exhibit A to this Agreement, by which the Borrower will obtain an advance of funds from CFC
under the Loan.

"GAAP" shall mean generally accepted accounting principles set forth in the opinions and
pronouncements of the Accounting Principles Board and the American Institute of Certified Public
Accountants and statements and pronouncements of the Financial Accounting Standards Board.

"Governmental Authority" shall mean the government of the United States of America, any
other nation or government, any state or other political subdivision thereof, whether state or focal,
and any agency, authority, instrumentality, regulatory body, court or other entity exercising executive,
legislative, judicial, taxing, regulatory or administrative Powers or functions of or pertaining to
government.

"Hazardous Material" shall mean any (a) petroleum or petroleum products, radioactive
materials, asbestos-containing materials, polychlorinated biphenyls, lead and radon gas, and (b) any

CFC LOANAG
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other substance designated as hazardous or toxic or as a pollutant or contaminant under any
Environmental Law.

"Indenture"shall mean the Indenture between CFC and U.S. Bank Trust Company National
Association, relating to the first issue of Securities, pursuant to which the Securities, including the
CREBs are issued, as supplemented and amended.

"Initial Advance" shall mean the Advance made by CFC on the Closing Date pursuantto
Section 3.02.A hereof to fund a portion of CFC's costs in issuing the CREBs attributable to the CFC
Commitment, including, but not limited to, original issue discount, underwriting discount and other
costs of issuance, including, without limitation, rating agency costs and legal, underwriting and
Trustee expenses.

"Interest Expense" shall mean an amount constituting the interest expense with respect to
Long-Term Debt of the Borrower computed pursuant to Accounting Requirements. In computing
Interest Expense, there shall be added, to the extent not otherwise included, an amount equal to 33-
1/3% of the excess of Restricted Rentals paid by the Borrower over 2% of the Borrower's Equity.

"Lien" shall mean any statutory or common law consensual or non-consensual mortgage,
pledge, security interest, encumbrance, lien, right of set off, claim or charge of any kind, including,
without limitation, any conditional sale or other title retention transaction, any lease transaction in the
nature thereof and any secured transaction under the Uniform Commercial Code.

"Loan" shall mean the loan made by CFC to the Borrower, pursuant to this Agreement and
the Note, in an aggregate principal amount not to exceed the CFC Commitment.

"Loan Capital Term Certificate" or "LCTC" shall mean a certificate, or book entry form of
account, evidencing the Borrower's purchase of equity in CFC.

"Loan Documents" shall mean this Agreement, the Note, the Mortgage, the Project
Agreement and all other documents or instruments executed, delivered or executed and delivered by
the Borrower and evidencing, securing, governing or otherwise pertaining to, the Loan.

"Long-Term Debt" shall mean an amount constituting the long-term debt of the Borrower
computed pursuant to Accounting Requirements.

"MaturityDate" shall mean the Payment Date immediately prior to the CREB Maturity Date
permitted for the CREBs under Section 54(e)(2) of the Code as in effect on the Closing Date.

"Maximum CREB Term Anniversary Date"shall mean the anniversary of the Closing Date
that occurs at the maximum term permitted for the CREBs under Section 54(e)(2) of the Code as in
effect on the Closing Date.

"Mortgage"shall have the meaning as described in Schedule 1 hereto. \

Mortgaged Property"shallhavethe meaning ascribedto it in the Mortgage

Non-Operating Margins-Interest" shall mean the amount representing the interest
component of non-operating margins of the Borrower computed pursuant to Accounting
Requirements

CFC LOANAG
Az014-A-9035-C B001 (JABLONJ)
117551 -2



*

5

"Note" shall mean the secured promissory note, payable to the order of CFC, executed by
the Borrower, dated as of even date herewith, pursuant to this Agreement as identified on Schedule
1 hereto and shall include any substitute note or modification thereto.

"Obligations" shall mean any and all liabilities, obligations or indebtedness owing by the
Borrower to CFC, of any kind or description, irrespective of whether for the payment of money,
whether direct or indirect, absolute or contingent, due or to become due, now existing or hereafter
arising.

"Operating Margins" shall mean the amount of patronage capital and operating margins of
the Borrower computed pursuant to Accounting Requirements.

"Payment Date" shall mean the first (1st) day of each of March, June and September and
December.

"Payment Notice" shall mean a notice furnished by CFC to the Borrower that indicates the
amount of each payment of interest or interest and principal and the total amount of each payment
due.

"Permitted Encumbrances" shall have the meaning ascribed to it in the Mortgage.

"Person" shall mean natural persons, cooperatives, corporations, limited liability companies,
limited partnerships, general partnerships, limited liability partnerships, joint ventures, associations,
companies, trusts or other organizations, irrespective of whether they are legal entities, and
Governmental Authorities.

"Primary Advance" shall mean the Advance made by CFC to the Borrower pursuant to
Section 3.02.B hereof two Business Days after the Closing Date to reimburse Borrower for costs of
the Project.

"Principal" shall mean the amount of principal billed on account of Long-Term Debt of the
Borrower computed pursuant to Accounting Requirements.

"Project" shall mean the project being financed pursuant to the Loan, as further described in
Schedule 1.

"Project Account" means an account created pursuant to the Indenture within the Project
Fund related to the CREBs.

"Project Agreement" shall mean the Project Agreement, dated as of even date herewith,
executed by the Borrower with respect to the Project and the CREBs.

"Project Fund" means the Project Fund created and identified as such in the Indenture.

"Restricted Rentals" shall mean all rentals required to be paid under finance leases and
charged to income, exclusive of any amounts paid under any such lease (whether or not designated
therein as rental or additional rental) for maintenance or repairs, insurance, taxes, assessments,
water rates or similar charges. For the purpose of this definition the term "finance lease" shall mean
any lease having a rental term (including the term for which such lease may be renewed or extended
at the option of the lessee) in excess of three (3) years and covering property having an initial cost in
excess of $250,000 other than automobiles, trucks, trailers, other vehicles (including without

nr
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limitation aircraft and ships), office, garage and warehouse space and office equipmeNt (including
without limitation computers).

"Securities" shall mean one or more series of clean renewable energy bonds issued by CFC
under the Indenture.

"Subsidiary" as to any Person, shall mean a corporation, partnership, limited partnership,
limited liability company or other entity of which shares of stock or other ownership interests having
ordinary voting power (other than stock or such other ownership interests having such power only by
reason of the happening of a contingency) to elect a majority of the board of directors or other
managers of such entity are at the time owned, or the management of which is otherwise controlled,
directly or indirectly through one or more intermediaries, or both, by such Person. Unless otherwise
qualified, all references to a "Subsidiary" or to "Subsidiaries" in this Agreement shall refer to a
Subsidiary or Subsidiaries of the Borrower.

"Tax Compliance Agreement" means a tax compliance certificate and agreement of CFC
with respect to a series of Securities, as accepted by the Trustee, as amended.

"Termination Certificate" shal l  mean the cert i f icate of  the Borrower required
Section 5.01 .Q of this Agreement, substantially in the form of Exhibit D hereto.

by

"Total Assets" shall mean an amount constituting the total assets of the Borrower computed
pursuant to Accounting Requirements.

"TotaI Utility Plant" shall mean the amount constituting the total utility plant of the Borrower
computed pursuant to Accounting Requirements.

"Trustee" shall mean U.S. Bank Trust Company National Association and its successors and
assigns.

ARTICLE ll

REPRESENTATIONS AND WARRANTIES

Section 2.01 The Borrower represents and warrants to CFC that as of the date of this
Agreement

Good Standing. The Borrower is duly organized, validly existing and in good
standing under the laws of the jurisdiction of its incorporation or organization, is duly qualified to do
business and is in good standing in those states in which it is required to be qualified to conduct its
business. The Borrower is a member in good standing of CFC

Subsidiaries and Ownership. Schedule 1 hereto sets forth a complete and accurate
list of the Subsidiaries of the Borrower showing the percentage of the Borrower's ownership of the
outstanding stock, membership interests or partnership interests, as applicable, of each Subsidiary

Authority; Validity. The Borrower has the power and authority to enter into this
Agreement, the Note, the Project Agreement and the Mortgage; to make the borrowing hereunder, to
execute and deliver all documents and instruments required hereunder and to incur and perform the
obligations provided for herein, in the Note, in the Project Agreement and in the Mortgage, all of
which have been duly authorized by all necessary and proper action, and no consent or approval of
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any Person, including, as applicable and without limitation, members of the Borrower, which has not
been obtained is required as a condition to the validity or enforceability hereof or thereof.

Each of this Agreement, the Note, the Project Agreement and the Mortgage is, and when fully
executed and delivered will be, legal, valid and binding upon the Borrower and enforceable against
the Borrower in accordance with i ts terms, subject to appl icable bankruptcy, insolvency,
reorganization, moratorium or other laws affecting creditors' rights generally and subject to general
principles of equity.

D. No Conflicting Agreements. The execution and delivery of the Loan Documents
and performance by the Borrower of the obligations thereunder, and the transactions contemplated
hereby or thereby, will not: (i) violate any provision of law, any order, rule or regulation of any court or
other agency of government, any award of any arbitrator, the articles of incorporation or by-laws of
the Borrower, or any indenture, contract, agreement, mortgage, deed of trust or other instrument to
which the Borrower is a party or by which it or any of its property is bound, or (ii) be in conflict with,
result in a breach of or constitute (with due notice and/or lapse of time) a default under, any such
award, indenture, contract, agreement, mortgage, deed of trust or other instrument, or result in the
creation or imposition of any Lien (other than contemplated hereby) upon any of the property or
assets of the Borrower.

The Borrower is not in default in any material respect under any agreement or instrument to which it
is a party or by which it is bound and no event or condition exists which constitutes a default, or with
the giving of notice or lapse of time, or both, would constitute a default under any such agreement or
instrument.

E. Taxes. The Borrower, and each of its Subsidiaries, has filed or caused to be filed all
federal, state and local tax returns which are required to be filed and has paid or caused to be paid
all federal, state and local taxes, assessments, and governmental charges and levies thereon,
including interest and penalties to the extent that such taxes, assessments, and governmental
charges and levies have become due, except for such taxes, assessments, and governmental
charges and levies which the Borrower or any Subsidiary is contesting in good faith by appropriate
proceedings for which adequate reserves have been set aside.

F. Licenses and Permits. The Borrower has duly obtained and now holds all licenses,
permits, certifications, approvals and the like necessary to own and operate its property and business
that are required by Governmental Authorities and each remains valid and in full force and effect.

G. Litigation. There are no outstanding judgments, suits, claims, actions or proceedings
pending or, to the knowledge of the Borrower, threatened against or affecting the Borrower, its
Subsidiaries or any of their respective properties which, if adversely determined, either individually or
collectively, would have a material adverse effect upon the business, operations, prospects, assets,
liabilities or financial condition of the Borrower or its Subsidiaries. The Borrower and its Subsidiaries
are not, to the Borrower's knowledge, in default or violation with respect to any judgment, order, writ,
injunction, decree, rule or regulation of any Governmental Authority which would have a material
adverse effect upon the business, operations, prospects, assets, liabilities or financial condition of the
Borrower or its Subsidiaries.

H. Financial Statements. The balance sheet of the Borrower as at the date identified in
Schedule 1 hereto, the statement of operations of the Borrower for the period ending on said date,
and the interim financial statements of the Borrower, all heretofore furnished to CFC, are complete
and correct. Said balance sheet fairly presents the financial condition of the Borrower as at said date
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and said statement of operations fairly reflects its operations for the period ending on said date. The
Borrower has no contingent obligations or extraordinary forward or long-term commitments except as
specifically stated in said balance sheet or herein. There has been no material adverse change in
the financial condition or operations of the Borrower from that set forth in said financial statements
except changes disclosed in writing to CFC prior to the date hereof.

I. Borrower's Legal Status. Schedule 1 hereto accurately sets forth: (i) the Borrower's
exact legal name, (ii) the Borrower's organizational type and jurisdiction of organization, (iii) the
Borrowers organizational. identification number or accurate statement that the Borrower has none,
and (iv) the Borrower's place of business or, if more than one, its chief executive office as well as the
Borrower's mailing address if different.

J. Required Approvals. Other than the CREBs allocation received from the Internal
Revenue Service, no license, consent or approval of any Governmental Authority is required to
enable the Borrower to enter into this Agreement, the Project Agreement, the Note and the
Mortgage, or to perform any of its Obligations provided for in such documents, including without
limitation (and if applicable), that of any state public utilities commission, any state public service
commission, and the Federal Energy Regulatory Commission, except as disclosed in Schedule 1
hereto, all of which the Borrower has obtained prior to the date hereof.

K. Compliance With Laws. The Borrower and each Subsidiary is in compliance, in all
material respects, with all applicable requirements of law and all applicable rules and regulations of
each Governmental Authority.

L. Disclosure. To the Borrower's knowledge, information and belief, neither this
Agreement nor any document, certificate or financial statement furnished to CFC by or on behalf of
the Borrower in connection herewith (all such documents, certificates and financial statements, taken
as a whole) contains any untrue statement of a material fact or omits to state any material fact
necessary in order to make the statements contained herein and therein not misleading.

M. No Other Liens. As to property which is presently included in the description of
Mortgaged Property, the Borrower has not, without the prior written approval of CFC, executed or
authenticated any security agreement or mortgage, or filed or authorized any financing statement to
be filed with respect to assets owned by it, other than security agreements, mortgages and financing
statements in favor of CFC, except as disclosed in writing to CFC prior to the date hereof or relating
to Permitted Encumbrances.

n. Environmental Matters. Except as to matters which individually or in the aggregate
would not have a material adverse effect upon the business or financial condition of the Borrower or
its Subsidiaries, (i) Borrower is in compliance with all Environmental Laws (including, but not limited
to, having any required permits and licenses), (ii) there have been no releases (other than releases
remediated in compliance with Environmental Laws) from any underground or aboveground storage
tanks (or piping associated therewith) that are or were present at the. Mortgaged Property, (iii)
Borrower has not received written notice or claim of any violation of any Environmental Law, (iv)
there is no pending investigation of Borrower in regard to any Environmental Law, and (v) to the best
of Borrowers knowledge, there has not been any release or contamination (other than releases or
contamination remediated in compliance with Environmental Laws) resulting from the presence of
Hazardous Materials on property owned, leased or operated by the Borrower.

Project Agreement. As set forth in the Project Agreement, the Project constitutes "a
qualified project" as defined in Section 54(d)(2)(A) of the Code. As set forth in the Project Agreement,

o.
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the Borrower constitutes currently, and will remain through the period that the CREBs remain
outstanding, "a Qualified Borrower", meaning a (i) mutual or cooperative electric company described
in Sections 501(c)(12) or 1381(a)(2)(C) of the Code, or (ii) a Governmental Body, which is defined as
any state, territory possession of the U.S., the District of Columbia, Indian tribal government, and any
political subdivision thereof. The statements, information and descriptions contained in the Project
Agreement are true, correct and complete. and do not contain any untrue statement or misleading
statement of a material fact, and do not omit to state a material fact required to be stated therein or
necessary to make the statements, information and descriptions contained therein, in the light of the
circumstances under which they were made, not misleading, and the estimates and the assumptions
contained in the Project Agreement are reasonable and based on the best information available to
the Borrower.

ARTICLE Ill

LOAN

Section3.01 Definitions. For purposes of this Article 3, the following capitalized terms shall
have the following meanings:

"Borrower's Annual Bond Repayment Amount" shall mean the amount determined by
dividing the CFC Commitment by the number of years from the Closing Date to the Maximum CREB
Term Anniversary Date, which amount shall be recalculated on the date CFC rescinds any excess
moneys pursuant to Section 3.05 or 3.06 hereof.

"Quarterly Bond Deposit Amount" shall mean for each Payment Date, the amount
determined by subtracting from the Quarterly Bond Repayment Amount the principal amount payable
by the Borrower pursuant to Section 3.03.A(ii)(b)(1) on such Payment Date.

"Quarterly Bond Repayment Amount" shall mean one-fourth (%) of the Borrower's Annual
Bond Repayment Amount.

Section 3.02 Advances. The obligation of the Borrower to repay the Advances shall be
evidenced by the Note. The aggregate amount ofall Advances made hereunder shall not exceed the
CFC Commitment. At the end of the Draw Period, CFC shall have no further obligation to make
Advances.

A. Initial Advance. Borrower hereby agrees that on the Closing Date, CFC shall
automatically, and without action by Borrower, make the Initial Advance, On the Closing Date, CFC
shall notify Borrower of the final amount of the Initial Advance and the amount of the CFC
Commitment remaining for Borrower to subsequently Advance.

B. Subsequent Advances.

(i) The Borrower may submit a request for the Primary Advance to CFC in writing (which
may be submitted by facsimile) no later than 12:00 noon local time at CFC's offices in
Hemdon, Virginia seven Business Days prior to the Closing Date. The Primary
Advance may be requested in any amount up to the CFC Commitment. CFC shall
make the Primary Advance two Business Days after the Closing Date in the lesser of
(i) the aggregate amount of such requested Primary Advance, and (ii) the amount of
the CFC Commitment less the amount of the Initial Advance.
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(ii) Except as set forth in 3.02.A and 3.02.B(i) hereof, the Borrower shall submit its
request for an Advance to CFC in writing (which may be submitted by facsimile) no
later than 12:00 noon local time at CFC's offices in Herndon, Virginia at least two (2)
Business Days prior to the last Business Day of any calendar month. Borrower may
make multiple requests for Advances during any calendar month in any amount so
long as the aggregate amount of all Advances requested in such month is in an
amount not less than $100,000.00, provided, however that at such time as there
remains less than $100,000.00 available for Advance hereunder, Borrower may
request the entirety of such remaining amount. CFC shall make a single Advance to
Borrower on the first Business Day of the calendar month following Borrowers
request(s) for an Advance. Such Advance shall be in the aggregate amount of all
Advances requested by Borrower in the prior month, provided however that at such
time as there remains less than $100,000.00 available for Advance hereunder and
Borrower requests the entirety of such remaining amount, CFC shall Advance the
entirety of such remaining amount.

follows:
Section 3.03 Interest Rate and Payment. The Note shall be payable and bear interest as

Payments, Maturity, Amortization.

(i) The Note shall be due and payable on the Maturity Date.

(ii) On each Payment Date, the Borrower shall promptly pay the following:

(a) accrued interest on the principal amount of the Loan outstanding less the amount
of the Initial Advance, and

A.

(b) the Quarterly Bond Repayment Amount, consisting of:

(1) the principal amount due on any outstanding Advances, determined on the
basis of a quarterly amortization schedule from the date of each Advance,
and

(2) the QuarterlyBondDeposit Amount.

(iii) If not sooner paid, any amount due on account of the unpaid principal, interest
accrued thereon and fees, if any, shall be due and payable on the Maturity Date.

(iv) Each Advance shall amortize on a level principal payment basis from the date thereof
through the Maturity Date.

(v) CFC will furnish to the Borrower a Payment Notice at least ten (10) days before each
Payment Date, provided, however, that CFC's failure to send a Payment Notice shall not constitute a
waiver by CFC or be deemed to relieve the Borrower of its obligation to make payments as and when
due as provided for herein.

(vi) No provision of this Agreement or of any Note shall require the payment, or permit the
collection, of interest in excess of the highest rate permitted by applicable law.
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Borrower agrees that the records of, and all computations by, CFC (in whatever media they are
recorded or maintained) as to the amount of principal, interest, fees and Quarterly Bond Deposit
Amount due on the Loan shall be conclusive in the absence of manifest error.

B. Application of Payments. Each payment shall be applied to the Loan, first to any
fees, costs, expenses or charges other than interest or principal, second to interest accrued, third to
the Quarterly Bond Deposit Amount and the balance to principal.

C. Application of Bond Repayment Deposit. At such time as the aggregate amount
billed by CFC in any calendar year on account of amortized principal under this Agreement exceeds
the Borrower's Annual Bond Repayment Amount for such year, CFC shall apply a portion of the
Borrower's prior payments of the Quarterly Bond Deposit Amount in the amount of such overage to
principal then due. Until such time, Borrower's payments of the Quarterly Bond Deposit Amount shall
not reduce the amount of principal outstanding and subject to amortization. Any amount paid by the
Borrower under this Agreement on account of the Quarterly Bond Deposit Amount in excess of the
principal amount of the fully advanced Loan shall be refunded to the Borrower on the Maturity Date.

D. Interest Rate Computation. Each Advance except the Initial Advance shall bear
interest at the CFC CREB Rate which shall apply until the Maturity Date. The Initial Advance shall
not bear interest. Interest on Advances shall be computed on the basis of a 30-day month and 360-
day year.

Section 3.04. Extraordinary Obligation to Prepay. Upon a Determination of Tax Credit
Ineligibility that subjects the CREBs to an extraordinary mandatory redemption due to a failure of the
Borrower to observe any agreement or representation in this Loan Agreement (as more particularly
described in paragraph (b) of the defined tem "Determination of Tax Credit Ineligibility"), the
Borrower shall prepay the Loan, or such part thereof as determined by CFC, at such times and in
such amounts as determined by CFC within sixty (60) days of such determination together with a
prepayment premium prescribed by CFC pursuant to its policies of general application in effect from
time to time.

Section 3.05. Rescission of Excess Moneys; Fee. If the Borrower has not drawn down
the full amount of the CFC Commitment at (i) the time of filing the Completion Certificate under
Section 5.01P. hereof, (ii) the time of filing the Termination Certificate under 5.01Q. hereof, (iii) a
Determination of Tax Credit Ineligibility or (iv) the end of the Draw Period, a corresponding rescission
of the amount of principal available to be drawn on the Note as calculated by CFC shall automatically
be made without further action by the Borrower. CFC shall release the Borrower from its obligations
hereunder as to such rescinded portion, provided the Borrower complies with such terms and
conditions as CFC may impose for such release including, without limitation, payment of any
rescission fee that CFC may from time to time prescribe, pursuant to its policies of general
application.

Section3.06. Cancellation of Excess Moneys. If the Borrower has not drawn down the full
amount of the CFC Commitment at the time CFC determines that it will cease making Advances
hereunder pursuant to Section 7.01 hereof, a corresponding cancellation of the amount of principal
available to be drawn on the Note as calculated by CFC shall automatically be made without action
by the Borrower.

Section 3.07. Default Rate. If Borrower defaults on its obligation to make a payment due
hereunder by the applicable Payment Date, and such default continues for thirty days thereafter, then

CFC LOANAG
AZ014-A-9035-CB001 (JABLONJ)
117561-2

.J



6

12

beginning on the thirty-first day after the Payment Date and for so long as such default continues,
Advances shall bear interest at the Default Rate.

Section 3.08. Patronage Capital, Interest Rate Discounts. No patronage capital shall be
earned, and no interest rate discounts shall apply, to the Loan.

Section 3.09. Optional Prepayment. Except for prepayments made pursuant to
Section 3.04 hereof, no prepayment of any Advance, in whole or in part, may be made by the
Borrower. m

ARTICLE IV

CONDITIONS OF LENDING

Section 4.01 Th_e obligation of CFC to make any Advance hereunder is subject to
satisfaction of the following conditions in form and substance satisfactory to CFC:

A. Legal Matters. All legal matters incident to the consummation of the transactions
hereby contemplated shall be satisfactory to counsel for CFC.

B. Documents. CFC shall have been furnished with (i) the executed Loan Documents,
(ii) certified copies of all such organizational documents and proceedings of the BolTower authorizing
the transactions hereby contemplated as CFC shall require, (iii) an opinion of counsel for the Borrow-
er addressing such legal matters as CFC shall reasonably require, and (iv) all other such documents
as CFC may reasonably request.

C. Government Approvals. The Borrower shall have furnished to CFC true and correct
copies of all certif icates, authorizations, consents, permits and licenses from Governmental
Authorities necessary for the execution or delivery of the Loan Documents or performance by the
Borrower of the obligations thereunder.

D. Representations and Warranties. The representations and warranties contained in
Article ll shall be true on the date of the making of each Advance hereunder with the same effect as
though such representations and warranties had been made on such date, no Event of Default and
no event which, with the lapse of time or the notice and lapse of time would become such an Event of
Default, shall have occurred and be continuing or will have occurred after giving effect to each
Advance on the books of the Borrower there shall have occurred no material adverse change in the
business or condition, financial or otherwise, of the Borrower, and nothing shall have occurred which
in the opinion of CFC materially and adversely affects the Borrower's ability to perform its obligations
hereunder.

E. Mortgage Recordation. The Mortgage (and any amendments, supplements or
restatements as CFC may require from time to time) shall have been duly filed, recorded or indexed
in all jurisdictions necessary (and in any other jurisdiction that CFC shall have reasonably requested)
to provide CFC a lien, subject to Permitted Encumbrances, on all of the Borrower's real property, all

accordance with applicable law, and the Bon'ower shall have paid all applicable taxes, recording
and filing fees and caused satisfactory evidence thereof to be furnished to CFC

UCC Filings. Uniform Commercial Code financing statements (and any continuation
statements and other amendments thereto that CFC shall require from time to time) shall have been
duly filed, recorded or indexed in all jurisdictions necessary (and in any other jurisdiction that CFC
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shall have reasonably requested) to provide CFC a perfected security interest, subject to Permitted
Encumbrances, in the Mortgaged Property which may be perfected by the filing of a financing
statement, all in accordance with applicable law, and the Borrower shall have paid all applicable
taxes, recording and filing fees and caused satisfactory evidence thereof to be furnished to CFC.

G. Requisitions. The Borrower will requisition each Advance by submitting its written
requisition to CFC in the form attached as Exhibit A hereto. Requisitions for Advances shall be made
only for the purposes set forth in Schedule 1 hereto.

H. Other Information. The Borrower shall have furnished such other information as
CFC may reasonably require, including but not limited to (i) information regarding the specific
purpose for an Advance and the use thereof, (ii) feasibility studies, cash flow projections, financial
analyses and pro forma f inancial statements suff icient to demonstrate to CFC's reasonable
satisfaction that after giving effect to the Advance requested, the Borrower shall continue to achieve
the DSC ratio set forth in Section 5.01.A herein, to meet all of its debt service obligations, and
otherwise to perform and to comply with all other covenants and conditions set forth in this
Agreement, and (iii) any other information as CFC may reasonably request. CFC's obligation to
make any Advance hereunder is conditioned upon prior receipt and approval of the Borrowers
written requisition and other information and documentation, if any, as CFC may have requested
pursuant to this paragraph.

I. Issuance of Bonds. CFC shall have issued CREBs in an amount not less than the
CFC Commitment.

J. CREB Allocation. CFC shall have received an allocation in the amount of the CFC
Commitment from the U.S. Department of Treasury for the Borrower's Project under its Securities
program.

K. Tax Credit Ineligibility. There shall have occurred no Determination of Tax Credit
ineligibility with regard to the Borrower or the Project.

L. Bring Down Certificate. Two (2) Business Days prior to the Closing Date, the
Borrower shall furnish CFC with a certificate of an Authorized Officer of the Borrower in the form of
Exhibit B hereto, certifying that all of the representations and warranties set forth in Article ll hereof
are true on the Closing Date.

ARTICLE v

COVENANTS

Section 5.01 Affirmative Covenants. The Borrower covenants and agrees with CFC that
until payment in full of the Note and performance of all obligations of the Borrower hereunder:

A. Financial Ratios; Design of Rates. The Borrower shall achieve an Average DSC
Ratio of not less than 1.35, The Borrower shall not decrease its rates for electric service if it has
failed to achieve a DSC Ratio of 1.35 for the calendar year prior to such reduction subject only to an
order from a Governmental Authority properly exercising jurisdiction over the Borrower.

B. Loan Proceeds. The Borrower shall use the proceeds of this Loan solely for the
purposes identified on Schedule 1 hereto.
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c. Notice. The Borrower shall promptly notify CFC in writing of:

(i) any material adverse change in the business, operations, prospects, assets, liabilities
or financial condition of the Borrower,

(ii) the institution or threat of any litigation or administrative proceeding of any nature
involving the Borrower which could materially affect the business, operations, prospects, assets,
liabilities or financial condition of the Borrower,

(iii) the occurrence of an Event of Default hereunder, or any event that, with the giving of
notice or lapse of time, or both, would constitute an Event of Default.

D. Default Notices. Upon receipt of  any notices with respect to a default by the
Borrower under the terms of any evidence of any indebtedness with parties other than CFC or of any
loan agreement, mortgage or other agreement relating thereto, the Borrower shall deliver copies of
such notice to CFC.

E. Annual Certificates.

(i) W ithin one hundred twenty (120) days af ter the close of  each calendar year,
commencing with the year in which the initial Advance hereunder shall have been made, the
Borrower will deliver to CFC a written statement, in form and substance satisfactory to CFC, signed
by the Borrower's General Manager or Chief Executive Officer stating that during such year and that
to the
Agreement the Project Agreement the Note, and the Mortgage throughout such year or, if there has

best of said person's knowledge, the Borrower has fulfilled all of its obligations under this

been a default in the fulfillment of any such obligations, specifying each such default known to said
person and the nature and status thereof.

(ii) The Borrower shall deliver to CFC within one hundred twenty (120) days of CFC's
written request which shall be no more frequently than once every year, a certification, in form and
substance
professional engineer satisfactory to CFC.
information as CFC may reasonably request from time to time.

satisfactory to CFC, regarding the condition of the Mortgaged Property prepared by a
The Borrower shall also deliver to CFC such other

F. Loan Capital Term Certificate Purchase. The Borrower will purchase LCTCs, if
required, in an amount calculated pursuant to CFC's policies of general application and shall pay for
such LCTCs as required thereby. CFC's policies with respect to such LCTCs are set forth in
Schedule 1.

G. Financial Books; Financial Reports; Right of Inspection. The Borrower will at all
times keep, and safely preserve, proper books, records and accounts in which full and true entries
will be made of all of the dealings, business and affairs of the Borrower, in accordance with
Accounting Requirements. When requested by CFC, the Borrower will prepare and furnish CFC
from time to time, periodic financial and statistical reports on its condition and operations. All of such
reports shall be in such form and include such information as may be specified by CFC. Within one
hundred twenty (120) days of the end of each calendar year during the term hereof, the Borrower
shall furnish to CFC a full and complete report of its f inancial condition and statement of its
operations as of the end of such calendar year, in form and substance satisfactory to CFC. in
addition, within one hundred twenty (120) days of the end of each the Borrowers fiscal years during
the term hereof, the Borrower shall furnish to CFC a full and complete consolidated and consolidating
report of its financial condition and statement of its operations as of the end of such fiscal year,
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audited and certified by independent certified public accountants nationally recognized or otherwise
satisfactory to CFC and accompanied by a report of such audit in form and substance satisfactory to
CFC, including without limitation a consolidated and consolidating balance sheet and the related
consol idated and consol idat ing statements of  income and cash f low. CFC, through i ts
representatives, shall at all times during reasonable business hours and upon prior notice have
access to, and the right to inspect and make copies of, any or all books, records and accounts, and
any or all invoices, contracts, leases, payrolls, canceled cheeks, statements and other documents
and papers of every kind belonging to or in the possession of the Borrower or in anyway pertaining to
its property or business.

H. Notice of Additional Secured Debt. The Borrower will notify CFC promptly in writing
if it incurs any additional secured indebtedness other than indebtedness to CFC or indebtedness
otherwise provided for in the Mortgage.

I. Funds Requisition. The Borrower agrees (i) that CFC may rely conclusively upon the
written instructions submitted to CFC in the Borrower's written request for an Advance hereunder,
(ii) that such instructions shall constitute a covenant under this Agreement to repay the Advance in
accordance with such instructions, the applicable Note, the Mortgage, the Project Agreement and
this Agreement, and (iii) to request Advances only for the purposes set forth in Schedule 1 hereto.

J. Compliance With Laws. The Borrower and each Subsidiary shall remain in
compliance, in all material respects, with all applicable requirements of law and applicable rules and
regulations of each Governmental Authority.

K. Taxes. The Borrower shall pay, or cause to be paid all taxes, assessments or
governmental charges lawfully levied or imposed on or against it and its properties prior to the time
they become delinquent, except for any taxes, assessments or charges that are being contested in
good faith and with respect to which adequate reserves as determined in good faith by the Borrower
have been established and are being maintained.

L. Further Assurances. The Borrower shall execute any and all further documents,
financing statements, agreements and instruments, and take all such further actions (including the
filing and recording of financing statements, fbdure filings, mortgages, deeds of trust and other
documents), which may be required under any applicable law, or which CFC may reasonably
request, to effectuate the transactions contemplated by the Loan Documents or to grant, preserve,
protect or perfect the Liens created or intended to be created thereby. The Borrower also agrees to
provide to CFC, from time to time upon request, evidence reasonably satisfactory to CFC as to the
perfection and priority of the Liens created or intended to be created by the Loan Documents.

M. Environmental Covenants. Borrower shall:

(i) at its own cost, comply in all material respects with all applicable Environmental Laws,
including, but not limited to, any required remediation, and

(ii) i f  i t  receives any written communication al leging Borrower's v iolation of  any
Environmental Law, provide CFC with a copy thereof within ten (10) Business Days after receipt, and
promptly take appropriate action to remedy, cure, defend, or otherwise affirmatively respond to the
matter.

n . Limitations on Loans, Investments and other Obligations. The aggregate amount
of all purchases, investments, loans, guarantees, commitments and other obligations described in
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Section 5.02.D(i) of this Agreement shall at all times be less than fifteen percent (15%) of Total Utility
Plant or fifty percent (50%) of Equity, whichever is greater.

o . Tax Status of the CREBs. The Borrower shall utilize the Project or cause it to be
utilized as provided in the Project Agreement until the CREB Maturity Date. No use will be made of
the proceeds of the CREBs other than as set forth herein and in the Project Agreement and no
changes will be made in the Project or in the operation or beneficial use thereof (including, without
limiting the generality of the foregoing, the use of the Project by the Borrower or any related person)
without an opinion of Bond Counsel that such a use or change will not adversely affect the eligibility
of the CREBs to qualify for a tax credit for the owner thereof, for federal income tax purposes. The
Borrower agrees and warrants that it will not take or authorize or permit any action to be taken and
has not taken or authorized or permitted any action to be taken and will not fail to take any action to
comply with the Project Agreement which adversely affects the eligibility of the CREBs to qualify for a
tax credit for the owner thereof, for federal income tax purposes. This agreement and warranty shall
survive the termination of this Agreement.

P. Completion Certificate. The Borrower shall submit to CFC within 30 days after the
completion of the Project, a Completion Certificate signed by an Authorized Officer of the Borrower.

Q. Termination Certificate. If the Borrower determines that the Project will not be
completed as described in Section 5.01.P above, then the Borrower shall submit to CFC a
Termination Certificate, within 30 days of a determination that:

(i)
Project, and

no further acquisition, construction or installation will occur with respect to the

(ii) the Borrower does not intend to make any further Advances.

R. Other InforMation. The Borrower shall furnish such other information as CFC may
reasonably require relating to the Project.

Section 5.02 Negative Covenants. The Borrower covenants and agrees with CFC that until
payment in full of the Note and performance of all obligations of the Borrower hereunder, the
Borrower will not, directly or indirectly, without CFC's prior written consent:

A. Limitations on Mergers. Consolidate with, merge, or sell all or substantially all of its
business or assets, or enter into an agreement for such consolidation, merger or sale, to another
entity or person unless such action is either approved, as is evidenced by the prior written consent of
CFC, or the purchaser, successor or resulting corporation is or becomes a member in good standing
of CFC and assumes the due and punctual payment of  the Note and the due and punctual
performance of the covenants contained in the Mortgage and this Agreement.

B. Lim i tat ions on Sale,  Lease or  Transfer  of  Capi tal  Assets;  Appl i cat ion of
Proceeds. Sell, lease or transfer (or enter into an agreement to sell, lease or transfer) any capital
asset, except in accordance with this Section 5.02.B. If no Event of Default (and no event which with
notice or lapse of time and notice would become an Event of Default) shall have occurred and be
continuing, the Borrower may, without the prior written consent of CFC, sell, lease or transfer (or
enter into an agreement to sell, lease or transfer) any capital asset in exchange for fair market value
consideration paid to the Borrower if the value of such capital asset is less than five percent(5%) of
Total Utility Plant and the aggregate value of capital assets sold, leased or transferred in any 12-
month period is less than ten percent (10%) of Total Utility Plant.
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c. Limitation on Dividends, Patronage Refunds and Other Distributions.

(i) Make Distributions in any calendar year if, after giving effect to the Distribution, the total
Equity of the Borrower will be less than twenty percent (20%) of its Total Assets.

(ii) If, after giving effect to the Distribution, the total Equity of the Borrower will be less than
twenty percent (20%) of its Total Assets, then the Borrower may nevertheless make Distributions of
up to thirty percent (30%) of its total margins for the preceding calendar year.

(iii) Notwithstanding anything to the contrary in subparagraphs (i) and (ii) above, the Borrower
shall not make any Distribution without the prior written consent of CFC if an Event of Default under
this Agreement has occurred and is continuing.

D. Limitations on Loans, Investments and Other Obligations.

(i) (a) Purchase, or make any commitment to purchase, any stock, bonds, notes, debentures,
or other securities or obligations of or beneficial interests in, (b) make, or enter into a commitment to
make, any other investment, monetary or otherwise, in, (c) make, or enter into a commitment to
make, any loan to, or (d) guarantee, assume, or otherwise become liable for, or enter into a
commitment to guarantee, assume, or otherwise become liable for, any obligation of any Person if,
after giving effect to such purchase, investment, loan, guarantee or commitment, the aggregate
amount thereof would exceed the greater of fifteen percent (15%) of Total Utility Plant or fifty percent
(50%) of Equity.

(ii) The following shall not be included in the limitation of purchases, investments, loans and
guarantees in (i) above: (a) bonds, notes, debentures, stock, or other securities or obligations issued
by or guaranteed by the United States or any agency or instrumentality thereof, (b) bonds, notes,
debentures, stock, commercial paper, subordinated capital certificates, or any other security or
obligation issued by CFC or by institutions whose senior unsecured debt obligations are rated by at
least two nationally recognized rating organizations in either of their two highest categories, (c)
investments incidental to loans made by CFC, (d) any deposit that is fully insured by the United
States, (e) loans and grants made by any Governmental Authority to the Borrower under any rural
economic development program, but only to the extent that such loans and grants are non-recourse
to the Borrower, and (f) unretired patronage capital allocated to the Borrower by CFC, a cooperative
from which the Borrower purchases electric power, or a statewide cooperative association of which
Borrower is a member.

(iii) In no event may the Borrower take any action pursuant to subsection (i) if an Event of
Default under this Agreement has occurred and is continuing,

E. Organizational Change. Change its type of organization or other legal structure,
except as permitted by Section 5.02.A. hereof, in which case the Borrower shall provide at least 30
days prior written notice to CFC together with all documentation reflecting such change as CFC may
reasonably require.

F. Notice of Change in Borrower Information. Change its (i) state of incorporation, (ii)
legal name, (iii) mailing address, or (iv) organizational identification number, if it has one, unless the
Borrower provides written notice to CFC at least thirty (30) days prior to the effective date of any
such change together with all documentation reflecting any such change as CFC may reasonably
require.
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ARTICLE VI

EVENTS OF DEFAULT

Section 6.01 The following shall be "Events of Default" under this Agreement:

A. Representations and Warranties. Any representation or warranty made by the
Borrower herein, or in any of the other Loan Documents, or in any certificate or financial statement
furnished to CFC hereunder or under any of the other Loan Documents shall prove to be false or
misleading in any material respect.

B. Payment. The Borrower shal l  fai l  to pay (whether upon stated maturi ty, by
acceleration, or otherwise) any principal, interest, premium (if any) or other amount payable under
the Note and the Loan Documents within five (5) Business Days after the due date thereof.

Other Covenants.

(i) No Grace Period. Failure of the Borrower to observe or perform any covenant
or agreement contained in the Project Agreement or in Sections 5.01.A, 5.01.B,
5.01.D, 5.01.E, 5.01 .G, 5.01.1, 5.01.N, 5.01.0 and 5.02 of this Agreement.

(ii) Thirty Day Grace Period. Failure of the Borrower to observe or perform any
other covenant or agreement contained in this Agreement or any of the other Loan
Documents, which shall remain unremedied for thirty (30) calendar days after written
notice thereof shall have been given to the Borrower by CFC.

D. Legal Existence, Permits and Licenses. The Borrower shall forfeit or otherwise be
deprived of (i) its authority to conduct business in the jurisdiction in which it is organized or in any
other jurisdiction where such authority is required in order for the Borrower to conduct its business in
such jurisdiction or (ii) permits, easements, consents or licenses required to carry on any material
portion of its business.

E. Other CFC Obligations. The Borrower shal l  be in breach or defaul t  of  any
Obligation, which breach or default continues uncured beyond the expiration of any applicable grace
period.

F. Other Obligations. The Borrower shall (i) fail to make any payment of any principal,
premium or any other amount due or interest on any indebtedness with parties other than CFC which
shall remain unpaid beyond the expiration of any applicable grace period, or (ii) be in breach or
default with respect to any other term of any evidence of any other indebtedness with parties other
than CFC or of any loan agreement, mortgage or other agreement relating thereto which breach or
default continues uncured beyond the expiration of any applicable grace period, if the effect of such
failure, default or breach is to cause the holder or holders of that indebtedness to cause that
indebtedness to become or be declared due prior to its stated maturity (upon the giving or receiving
of notice, lapse of time, both or otherwise)

Involuntary Bankruptcy. An involuntary case or other proceeding shal l  be
commenced against the Borrower seeking liquidation, reorganization or other relief with respect to it
or its debts under bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the
appointment of a trustee, receiver, liquidator, custodian or other similar official of it or any substantial
part of its property and such involuntary case or other proceeding shall continue without dismissal or

CFC LOANAG
AZ014~A-9035-CB001 (JABLONJ)
117561 -2

c.



-re

i 19
v

stay for a period of sixty (60) days, or an order for relief shall be entered against the Borrower under
the federal bankruptcy laws or applicable state law as now or hereafter in effect.

H. Insolvency. The Borrower shall commence a voluntary case or other proceeding
seeking liquidation, reorganization or other relief with respect to itself or its debts under any
bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the appointment of a
trustee, receiver, liquidator, Custodian or other similar official of it or any substantial part of its
property, or shall consent to any such relief or to the appointment of or taking possession by any
such official in an involuntary case or proceeding commenced against it, or shall make a general
assignment for the benefit of creditors, or shall admit in writing its inability to, or be generally unable
to, pay its debts as they become due, or shall take any action to authorize any of the foregoing.

I. Dissolution or Liquidation. Other than as provided in subsection H. above, the
dissolution or liquidation of the Borrower, or failure by the Borrower promptly to forestall or remove
any execution, garnishment or attachment of such consequence as will impair its ability to continue
its business or fulfill its obligations and such execution, garnishment or attachment shall not be
vacated within sixty (60) days. The term "dissolution or liquidation of the Borrower", as used in this
subsection, shall not be construed to include the cessation of the corporate existence of the Borrower
resulting either from a merger or consolidation of the Borrower into or with another corporation
following a transfer of all or substantially all its assets as an entirety, under the conditions set forth in
Section 5.02.A-

J. Material Adverse Change. Any material adverse change in the business or
condition, financial or otherwise, of the Borrower.

K. Monetary Judgment. The Borrower shall suffer any money judgment not covered by
insurance, writ or warrant of attachment or similar process involv ing an amount in excess of
$100,000 and shall not discharge, vacate, bond or stay the same within a period of sixty (60) days.

L. Nonmonetary Judgment. One or more nonmonetary judgments or orders (including,
without limitation, injunctions, writs or warrants of attachment, garnishment, execution, distrait,
replevin or similar process) shall be rendered against the Borrower that, either individually or in the
aggregate, could reasonably be expected to have a material adverse effect upon the business,
operations, prospects, assets, liabilities or financial condition of the Borrower.

ARTICLE VII

REMEDIES

Section 7.01 If any of the Events of Default listed in Section 6 hereof shall occur after the
date of this Agreement and shall not have been remedied within the applicable grace periods
specified therein, then CFC may:

(i)

(ii)

Cease making Advances hereunder,

Declare all unpaid principal outstanding on the Note, all accrued and unpaid interest
thereon, and all other Obligations to be immediately due and payable and the same
shall thereupon become immediately due and payable without presentment, demand,
protest or notice of any kind, all of which are hereby expressly waived,

I
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(iii) Exercise rights of setoff or recoupment and apply any and all amounts held, or hereby
held, by CFC or owed to the Borrower or for the credit or account of the Borrower
against any and all of the Obligations of the Borrower now or hereafter existing
hereunder or under the Note, including, but not l imited to, patronage capital
allocations and retirements, money due to Borrower from equity certificates purchased
from CFC, and any membership or other fees that would otherwise be returned to
Borrower but excluding any LCTCs purchased by the Borrower pursuant to this
Agreement. The rights of CFC under this section are in addition to any other rights
and remedies (including other rights of setoff or recoupment) which CFC may have.
The Borrower waives all rights of setoff, deduction, recoupment or counterclaim,

(iv) Pursue all rights and remedies available to CFC that are contemplated by the
Mortgage and the other Loan Documents in the manner, upon the conditions, and with
the effect provided in the Mortgage and the other Loan Documents, including, but not
limited to, a suit for specific performance, injunctive relief or damages,

(V) Pursue any other rights and remedies available to CFC at law or in equity.

following the occurrence of an Event of Default. ,
cumulative and concurrent, and recourse to one or more rights or remedies
waiver of any other right, power or remedy.

Nothing herein shall limit the right of CFC to pursue all rights and remedies available to a creditor
Each right power and remedy of CFC shall be

shall not constitute a

ARTICLE am

MISCELLANEOUS

Section 8.01 Notices. All notices, requests and other communications provided for herein
including, without limitation, any modifications of, or waivers, requests or consents under, this
Agreement shall be given or made in writing (including, without limitation, by telecopy) and delivered
to the intended recipient at the "Address for Notices" specified below, or, as to any party, at such
other address as shall be designated by such party in a notice to each other party. All such
communications shall be deemed to have been duly given (i) when personally delivered including,
without limitation, by overnight mail or courier service, (ii) in the case of notice by United States mail,
certified or registered, postage prepaid, return receipt requested, upon receipt thereof, or (iii) in the
case of notice by telecopy, upon transmission thereof, provided such transmission is promptly
confirmed by either of the methods set forth in clauses (i) or (ii) above in each case given or
addressed as provided for herein. The Address for Notices of each of the respective parties is as
follows:

National Rural Utilities Cooperative Finance Corporation
2201 Cooperative Way
Herndon, Virginia 20171-3025
Attention: Senior vice President .- Member Services
Fax # 703-709-6776

The Borrower:

The address set forth in
Schedule 1 hereto
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Section 8.02 Expenses. Borrower shall reimburse CFC for any reasonable costs and
out-of-pocket expenses paid or incurred by CFC (including, without limitation, reasonable fees and
expenses of outside attorneys, paralegals and consultants) for all actions CFC takes, (a) to enforce
the payment of any obligation, to effect collection of any Mortgaged Property, or in preparation for
such enforcement or collection, (b) to institute, maintain, preserve, enforce and foreclose on CFC's
security interest in or Lien on any of the Mortgaged Property, whether through judicial proceedings or
otherwise, (c) to restructure any of the Obligations, (d) to review, approve or grant any consents or
waivers hereunder, (e) to prepare, negotiate, execute, deliver, review, amend or modify this
Agreement, (f ) to prepare, negotiate, execute, deliver, rev iew, amend or modify any other
agreements, documents and instruments deemed necessary or appropriate by CFC in connection
with any of  the foregoing, and (g) to obtain any opinions required to be furnished upon a
Determination of Tax Credit Ineligibility and an extraordinary prepayment as set forth in Section 3.04
hereof or a rescission of excess money as set forth in Section 3.05 or a cancellation of excess
moneys as set forth in Section 3.06.

The amount of all such expenses identif ied in this Section 8.02 shall be secured by the
Mortgage and shall be payable upon demand, and if not paid, shall accrue interest at the Default
Rate.

Section 8.03 Late Payments. If payment of any amount due hereunder is not received at
CFC's office in Herndon, Virginia, or such other location as CFC may designate to the Borrower
within five (5) Business Days after the due date thereof, the Borrower will pay to CFC, in addition to
all other amounts due under the terms of the Loan Documents, any late payment charge as may be
fixed by CFC from time to time pursuant to its policies of general application as in effect from time to
time.

Section 8.04. Non-Business Day Payments. If any payment to be made by the Borrower
hereunder shall become due on a day which is not a Business Day, such payment shall be made on
the next succeeding Business Day and such extension of time shall be included in computing any
interest in respect of such payment.

Section 8.05 Filing Fees. To the extent permitted by law, the Borrower agrees to pay all
expenses of CFC (including the reasonable fees and expenses of its counsel) in connection with the
filing, registration, recordation or perfection of the Mortgage and any other security instruments as
may be required by CFC in connection with this Agreement, including, without limitation, all
documentary stamps, recordation and transfer taxes and other costs and taxes incident to execution,
filing, registration or recordation of any document or instrument in connection herewith. The Borrower
agrees to save harmless and indemnify CFC from and against any liability resulting from the failure to
pay any required documentary stamps, recordation and transfer taxes, recording costs, or any other
expenses incurred by CFC in connection with this Agreement. The provisions of this subsection shall
survive the execution and delivery of this Agreement and the payment of all other amounts due under
the Loan Documents.

Section 8.06 Waiver, Modification. No failure on the part of CFC to exercise, and no delay
in exercising, any right or power hereunder or under the other Loan Documents shall operate as a
waiver thereof, nor shall any single or partial exercise by CFC of any right hereunder, or any
abandonment or discontinuance of steps to enforce such right or power, preclude any other or further
exercise thereof or the exercise of any other right or power. No modification or waiver of any
provision of this Agreement, the Note or the other Loan Documents and no consent to any departure
by the Borrower therefrom shall in any event be effective unless the same shall be in writing by the
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party granting such modification, waiver or consent, and then such modification, waiver or consent
shall be effective only in the specific instance and for the purpose for which given.

SECTION 8.07
JURY TRIAL.

GOVERNING LAW; SUBMISSION TO JURISDICTION; WAIVER OF

(A) THE PERFORMANCE AND CONSTRUCTION OF THIS AGREEMENT AND THE NOTE
SHALL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE
COMMONWEALTH OF VIRGINIA.

(B) THE BORROWER HEREBY SUBMITS TO THE NON-EXCLUSIVE JURISDICTION OF
THE UNITED STATES COURTS LOCATED IN VIRGINIA AND OF ANY STATE COURT SO
LOCATED FOR PURPOSES OF ALL LEGAL PROCEEDINGS ARISING OUT OF OR RELATING
TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY. THE BORROWER
IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY
OBJECTIONS THAT IT MAY NOW OR HEREAFTER HAVE TO THE ESTABLISHING OF THE
VENUE OF ANY SUCH PROCEEDINGS BROUGHT IN SUCH A COURT AND ANY CLAIM THAT
ANY SUCH PROCEEDING HAS BEEN BROUGHT IN AN INCONVENIENT FORUM.

(C) THE BORROWER AND CFC EACH HEREBY IRREVOCABLY WAIVES, TO THE
FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY AND ALL RIGHT TO TRIAL BY
JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT
OR THE TRANSACTIONS CONTEMPLATED HEREBY.

SECTION 8.08 INDEMNIFICATION. THE BORROWER HEREBY INDEMNIFIES AND
AGREES TO HOLD HARMLESS, AND DEFEND CFC AND ITS MEMBERS, DIRECTORS,
OFFICERS, EMPLOYEES, AGENTS, ATT0RNEYS AND REPRESENTATIVES (EACH AN
"INDEMNITEE") FOR, FROM, AND AGAINST ALL CLAIMS, DAMAGES, LOSSES, LIABILITIES,
COSTS, AND EXPENSES (INCLUDING, WITHOUT LIMITATION, COSTS AND EXPENSES OF
LITIGATION AND REASONABLE ATTORNEYS' FEES) ARISING FROM ANY CLAIM OR DEMAND
IN RESPECT OF THIS AGREEMENT AND THE OTHER LOAN DOCUMENTS, THE MORTGAGED
PROPERTY, OR THE TRANSACTIONS DESCRIBED IN THIS AGREEMENT AND THE OTHER
LOAN DOCUMENTS AND ARISING AT ANY TIME, WHETHER BEFORE OR AFTER PAYMENT
AND PERFORMANCE OF ALL OBLIGATIONS UNDER THISAGREEMENT AND THE OTHER
LOAN DOCUMENTS IN FULL, EXCEPTING ANY SUCH MATTERS ARISING SOLELY FROM THE
GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF CFC OR ANY INDEMNITEE INCLUDING
WITHOUT LIMITATION ANY DETERMINATION MADE OR OTHER ACTION TAKEN BY CFC
PURSUANT TO SECTIONS 3.04, 3.05 and 3.06 OF THIS AGREEMENT. NOTWITHSTANDING
ANYTHING TO THE CONTRARY CONTAINED IN SECTION 8.10 HEREOF, THE OBLIGATIONS
IMPOSED UPON THE BORROWER BY THIS SECTION SHALL SURVIVE THE REPAYMENT oF
THE NOTE, THE TERMINATION OF THIS AGREEMENT AND THE TERMINATION OR RELEASE
OF THE LIEN OF THE MORTGAGE.

Section 8.09 Complete Agreement. This Agreement, together with the schedules to this
Agreement, the Note and the other Loan Documents, and the other agreements and matters referred
to herein or by their terms referring hereto, is intended by the parties as a final expression of their
agreement and is intended as a complete statement of the terms and conditions of their agreement.
In the event of any conflict in the terms and provisions of this Agreement and any other Loan
Documents, the terms and provisions of this Agreement shall control.
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Section 8.10 Survival, Successors and Assigns. All covenants, agreements,
representations and warranties of the Borrower which are contained in this Agreement shall survive
the execution and delivery to CFC of the Loan Documents and the making of the Loan hereunder
and shall continue in full force and effect until all of the obligations under the Loan Documents have
been paid in full. All covenants, agreements, representations and warranties of the Borrower which
are contained in this Agreement shall inure to the benefit of the successors and assigns of CFC. The
Borrower shall not have the right to assign its rights or obligations under this Agreement without the
prior written consent of CFC, except as provided in Section 5.02.A hereof.

Section 8.11 Use of Terms.
vice versa.

The use of the singular herein shall also refer to the plural, and

Section 8.12 Headings. The headings and sub-headings contained in this Agreement are
intended to be used for convenience only and do not constitute part of this Agreement.

Section 8.13 Severability. If any term, provision or condition, or any part thereof, of this
Agreement, the Note or the other Loan Documents shall for any reason be found or held invalid or
unenforceable by any governmental agency or court of competent jurisdiction, such invalidity or
unenforceability shall not affect the remainder of such term, provision or condition nor any other term,
provision or condition, and this Agreement, the Note and the other Loan Documents shall survive and
be construed as if such invalid or unenforceable term, provision or condition had not been contained
therein.

Section 8.14 Binding Effect. This Agreement shall become effective when it shall have
been executed by both the Borrower and CFC and thereafter shall be binding upon and inure to the
benefit of the Borrower and CFC and their respective successors and assigns.

Section 8.15 Counterparts. This Agreement may be executed in one or more counterparts,
each of which will be deemed an original and all of which together will constitute one and the same
document. Signature pages may be detached from the counterparts and attached to a single copy of
this Agreement to physically form one document.

Section 8.16 Dlselosure. This Agreement and any other Loan Document may be shared
by CFC with such Persons as shall be required in order to facilitate the issuance of the CREBs,
including, but not limited to, its attorneys, underwriters and investors in the CREBs.

Section 8.17 Schedule 1. Schedule 1 attached hereto is an integral part of this Agreement.

we
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed
as of the day and year first above written.

(SEAL)

SULPHUR SPRINGS VALLEY
ELECTRIC COOPERATIVE, INC.

8-» a M nBy:
\|.

Title: IQr ¢~f>41A¢ JI'

Attest:
M

Secretary

CFiEDEN w. HUBEFQ
CHIEF EXECUTIVE OFFICER

NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE CORPORATION

(SEAL)

By: IW/4¢@¢uLe@4649
Assistant Secretary-Treasurer

MARIANNE L DUSOLD

Attest: \
Ry-Treasurer

AMY S LUONGO
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SCHEDULE 1

1. The purpose of this loan is to finance (i) the reimbursement of the cost of the Project of the
Borrower, including any reasonable costs and expenses incurred by the Borrower in
connection with financing the Project, as described and permitted by the terms of the Project
Agreement and (ii) a portion of CFC's costs in issuing the CREBs as set forth in Section
3.02.A.

The Project of the Borrower being financed by the Loan (funded by proceeds of the CREBs)
constitutes the following clean renewable energy facilities:

Cochise College Solar Automobile Parking Shade Structure

This project will place photovoltaic modules costing $280,000 each, that will produce 23 kW
of electricity in the shade structures in the three Cochise College schools. The PV structure

.will provide electricity to the respective school with excess power flowing to the Borrower's
system.

Subject to the terms of this Agreement, CFC has agreed to loan to the Borrower from
proceeds of the CREBs, an amount not to exceed $840,000.00 (the "CFC Commitment").

Draw Period shall mean the period beginning on the Closing Date and ending on the date that
is five (5) years thereafter.

The Borrower shall not purchase the LCTCs or any portion thereof with funds from the Loan.
The Borrower shall use its own funds or funds borrowed under another credit facility to
purchase such LCTCs, subject to the CFC policies regarding LCTCs set forth in the following
paragraph.

CFC Policies Regarding LCTCs: (i) Any solvent Member of CFC with an outstanding LCTC
purchased in connection with a loan from the proceeds of Securities may borrow the
outstanding amount of the LCTC from CFC without a further credit review, for a term equal to
or shorter than the maturity of the LCTC at a rate equal to the comparable rate charged by
CFC for similarly classified loans, and (ii) any Member of CFC with an outstanding LCTC
purchased in connection with a loan from the proceeds of Securities may sell such LCTC to
another Member of CFC for consideration.

The Mortgage shall mean the Restated Mortgage and Security Agreement, dated as of
December 6, 2007, between the Borrower and CFC, as it may have been supplemented,
amended, consolidated, or restated from time to time.

The Note executed pursuant hereto is as follows:

8. The Subsidiaries M the Borrower referred to in Section 2.01.B. are: None

The date of the Borrower's balance sheet referred to in Section 2.01 .H is June 30, 2006.

CFC LOANAG
AZ014-A-9035-CB001 (JABLONJ)
1 t7561 -2

9.

7.

6.

4.

5.

3.

2.



26

10. The Borrower's exact legal name is: Sulphur Springs Valley Electric Cooperative, Inc.

11.

12.

The Borrower's organizational type is: Corporation

The Borrower is organized under the laws of the state of: Arizona

13. The Borrower's organizational identification number is: 0038220-2

14. The place of business or, if more than one, the chief executive office of the Borrower referred
to in Section 2.01.1 is 311 East Wilcox, Sierra Vista, Arizona 85635.

15. The Governmental Authority referred to in Section 2.01.J. is: Arizona Corporation
Commission

16. The address for notices to the Borrower referred to in Section 8.01 is 311 East Wilcox,
Sierra Vista, Arizona 85635, Attention: General Manager, Fax: (520) 384-5223.

9
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Exhibit A - Funds Requisition Statement
s
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=~~ rrQwel1,Name. .Sillphur SpriNgs Valley Electric Coopierative, Inc; (AZ014)
Mean Nurtihér l4gZ0?lil{A-9035-CB001

vei l  Pro j ec t  Agreem ent with CFC da t ed :
geese;  Ser ieS:  200894
.GEBJGREBS Appl icat ion #. 5 .
.Name ofPnoje¢t' @ochise..College Solar Automobile Parking ShadeStrueture.
EundsRequi s i t lOnStatem ent  NO. :

Amount Requested:
Date Of Advance:

Disposition of Funds (wiring instructions):

and as continuing; (5) I know of no

the Eraject
herein are capital

Statement (8) the "

£1911130 4; .inlainin
6142sale cQa¢eti\'i§ all-asm fQ-.wn acme

il1c€lJHz56 D8 the B0rI1Qirl .not fun ._ ....... est

under the Agreement: (13) no expenditure
h9re.5y 95184
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an@ars.awar.1I1=date H1 do

a M
: suaféir ienus aa

Certif ication
. . .

Acting on behalf .ef the Borrower, I hereby certify that.as pf the date below: (1) I aM duly
.authorized to matte this. certification and to request funds On the terms .specified herein,
(2) the Borrower has n'iétall;of _the .conditions contained in the LoanAgreement and the
Project Agreement .listed abovégoveming the terms Of this AdvaOeethat the Borr3ewer.=is
required to meetptioi' tO an AdvanCe Of funds, (3) all Of the representatiOnS and Warranties
contained in said LOan Afgreement. and Project Agreement are true and will cohtinuetObe
trueupon use Of thefuNds as hereby requested; (4) no EVent OtDefault, Under the LOan
Agreement or the Borrower's Mortgage, has andi . . tin '( f nO
other event that l8as-Occurred imhlCh,.wld1 ma=lqpse=-ufxlme and/or nOtilicatlon to CFC of such.
event, qr.afte£giitln§ efreerta this Advencéé. beoouqne an Event- of Default -under the

.f,.=oan Or the-BOrrowers Mortgage; (6) -the~f4nas.raquested herein will
only as a reimbursemeNt for the specified In the Loan Agneernent and ' a a
Ag|=aernarvt; (2r)the¢asts to.be..l§elrnbuissd -by the.tbhds'.reqtiieStedhaertana.. pa .
expenditures and have hotprievlOusly-.been reimbursed undeuga.-previous 811489
. • en a Borrower has secured sufficient funds to Coitttiléte

and approvals required for the Project at this
i  he maintaining .3 file dohtalnlng true and o9,ples.ot rnvslane §y;.u3ly&

so e-covering at 'Name fer iwhldl..~oavmerit as sought by-this'request: 111) audit was have
. .Te the Bqrtlower tn Connectionjijilth thB"Eii9I6d;t1£l1heBiei11=iilier Le

.e~u§t~e=the .mile to make any liéylttents Ger-iniaiebtdiie.
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the date use anglrsaI. expenditure ltf&ineidt.886 (44I 3 b§lEiirii§a.
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an advance for certain
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to date, and the purpose of the advance(s) being requested by this Funds Requisition
Statement.

I hereby authorize CFC, for and on behalf of the Borrower, to forward this Funds Requisition
Statement to the Trustee for disbursement of the Advance from the Project Account relating
to the above Loan to the Borrower on the following terms, and hereby acknowledge and
agree that such terms shall be binding upon Borrower under the provisions of the Loan
Agreement governing this Advance:

Certified By:

Signature Date Title of Authorized Officer

PLEASE FAX TO 703-709-5776 ATTN : , Associate Vice President

APPROVED:

NATIONAL RURAL UTILITIES COOPERATIVE FINANCE CORPORATION

By:
Title:
Date:

CFC LCANAG
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EXHIBIT B

BRING-DOWN CERTIFICATE
OF

BORROWER

T h e  u n d e rs i g n e d , ,  d u l y  q u a l i f i e d  o f f i c e r s  o f  S U L P H U R  S P R l N G S
VALLEY ELECTRI C  COOPERAT l VE ,  I NC .  ( t he  ' Bo r rower" ) ,  an  A r i zona  co rpo ra t i on ,  he reby  ce r t i f y
as fol lows:

1 . The  f o l l ow i ng  docum en t s  have  been  du l y  execu t ed ,  and  de l i ve red  o r  accep t ed  i n  t he
name and on behal f  of  the Borrower by the author ized of f i cer or of f i cers of  the Borrower pursuant  to,
and in ful l  compl iance wi th,  authori ty granted by the Board of  Trustees/Di rectors of  the Borrower:

DOCUMENT DATE OTHER PARTY OR PARTIES

Loan Agreement  ( t he
"Agreement " )

r too__ Nat ional  Rural  Ut i l i t ies Cooperat ive
F inance Corpora t i on ( "CFC" )

Project  Agreement  ( the "Project
Agreement " )

| 200__

Note ( the "Note" ) l 200__

2 . Each of  t he representat ions and warrant ies o f  t he Borrower i n  the Loan Agreement  and
the Project  Agreement  are t rue and correct  on and as of  the date hereof  ( the "C losing Date") , and the
Borrower has compl ied w i th  a l l  agreements and sat i s f ied a l l  condi t ions on i t s  part  to  be observed or
sat isf ied thereunder at  or prior to the Closing Date.

IN WITNESS WHEREOF,  the undersigned have hereunto set  thei r s ignatures th is
,  2008.

day  o f

S U LP H U R  S P R I N G S  V A LLE Y  E LE C T R I C
COOPERATI VE,  I NC .

B y
Tit le:

B y
Tit le:

CFC LOANAG
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EXHIBIT c

COMPLETION CERTIFICATE

OF

BORROWER

Pursuant to the Loan Agreement dated as of by and between SULPHUR
SPRINGS VALLEY ELECTRIC COOPERATIVE, INC. (the "Borrower") and National Rural Utilities
Cooperative Finance Corporation ("CFC") relating to CFC Loan Number AZ014-A-9035-CB00t (the
"Loan Agreement"), the undersigned, , duly qualified officer of the
Borrower, hereby certifies as follows:

(i) On [date of completion] all portions of the Project (as defined in the Loan
Agreement) have been fully completed substantially in accordance with any plans and
specifications therefore, as then amended, and

(ii) Amount advanced on the Loan (as defined in the Loan Agreement) and the
use of the property financed, refinanced or reimbursed therefrom will not cause any of the
representations or certifications contained in the Project Agreement (as defined in the Loan
Agreement) to be untrue or result in a violation of any covenant in the Project Agreement.

IN WITNESS WHEREOF, the undersigned have hereunto set his/her signature this
120

day of

SULPHUR SPRINGS VALLEY ELECTRIC
COOPERATIVE, INC.

By
Title:

CFC LOANAG
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EXHIBIT D

TERMINATION CERTIFICATE
OF

BORROWER

P u r s u a n t  t o  t h e  L o a n  A g r e e m e n t  d a t e d  a s  o f b y  a n d  b e t w e e n  S U L P H U R
S P R I N G S  V A L L E Y  E L E C T R I C  c o o p E R A T i v E ,  I N C .  ( t h e  " B o r ro w e r " )  a n d  N a t i o n a l  R u ra l  U t i l i t i e s
Coopera t i ve  F i nance  Corpora t i on  ( "CFC")  re l a t i ng  t o  CFC Loan Number  AZ014-A-9035-CB001 ( t he
" L o a n  A g r e e m e n t " ) ,  t h e  u n d e r s i g n e d , ,  d u l y  q u a l i f i e d  o f f i c e r  o f  t h e
Borrower,  hereby cert i f ies as fo l lows:

( i ) a l l  po r t i ons  o f  t he  P ro j ec t  (as  de f i ned  i n  t he  Loan Agreement )  have  no t  been
ful ly completed substant ia l ly in accordance wi th any plans and speci f icat ions therefor,  as then
a m e n d e d ,

(i i ) no further acquis i t ion,  const ruct ion or insta l lat ion wi l l  occur wi th respect  to the
Project  (as def ined in the Loan Agreement ),  and

(i i i ) t he  Bor rower  does  no t  i n t end  t o  reques t  any  f u r t he r  Advances  (as  de f i ned  i n
the Loan Agreement )  on the Loan (as deaned in  the Loan Agreement ) .

In WITNESS WHEREOF,  the undersigned have hereunto set  his/her s ignature this
,  20 .

day of

S U L P H U R  S P R I N G S  V A L L E Y  E L E C T R I C
C O O PER ATI VE ,  I N C .

B y
Ti t le:
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SECURED PROMISSORY NOTE

SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC., an Arizona corporation
(the "Borrower"), for value received, hereby promises to pay, without setoff , deduction
recoupment or counterclaim, to the order of NATIONAL RURAL UTILITIES COOPERATIVE
FINANCE CORPORATION (the "Payee"), at its office in Hemdon, Virginia office or such other
location at its office in Hemdon, Virginia or such other location as the Payee may designate to
the Borrower, in lawful money of the United States, the principal sum of TWO HUNDRED
ElGHTY THOUSAND AND 00/100 DOLLARS ($280,000.00), or such lesser sum of the
aggregate unpaid principal amount of all advances made by the Payee pursuant to that certain
Loan Agreement dated as of even date herewith between the Borrower and the Payee, as it
may be amended from time to time (herein called the "Loan Agreement"), and to pay interest on
all amounts remaining unpaid hereunder from the date of each advance in like money, at said
office, at the rate and in amounts and payable on the dates provided in the Loan Agreement
together with any other amount payable under the Loan Agreement. If not sooner paid, any
balance of the principal amount and interest accrued thereon shall be due and payable on the
Maturity Date

This Note is secured under a Restated Mortgage and Security Agreement, dated of
December 6, 2007 between the Borrower and the Payee, as it may have been or shall be
supplemented, amended, consolidated or restated from time to time ("Mortgage"). This Note is
one of the Notes referred to in, and has been executed and delivered pursuant to, the Loan

The principal hereof and interest accrued thereon and any other amount due under the
Loan Agreement may be declared to be forthwith due and payable in the manner, upon the
conditions, and with the effect provided in the Mortgage or the Loan Agreement

The Borrower waives demand, presentment for payment, notice of dishonor, protest
notice of protest, and notice of non-payment of this Note

IN WITNESS WHEREOF the Borrower has caused this Note to be signed in its corporate
name and its corporate seal to be hereunto affixed and to be attested by its duly authorized
officers, all as of the day and year first above written

SULPHUR SPRINGS VALLEY
ELECTRIC COOPERATIVE. INC

ée,4.,T"

Loan No. AZ014-A-9036-CB001

CF%EDFN w. HUBEH
CHIEF EXECUTIVE OFFICER

AZ014-A-9036-CB001 (JABLONJ)
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PROJECT AGREEMENT

OF

SULPHUR SPRINGSVALLEYELECTRICCOOPERATIVE, INC. (THE "BoR1:owER" )

DATED: as of / 9 9 / 9 9 8 7

The undersigned is a duly qualified officer of the Borrower named above and, as such
officer, is familiar with (i) the properties, affairs and records of the Borrower, (ii) the issuance of
the Securities (as hereinafter defined) and the use of the proceeds thereof as it relates to the
Borrower and (iii) the Project, as hereinafter defined.

In connection with the issuance of the Clean Renewable Energy Bonds (Cooperative
Renewable Energy Projects) Series 2008A (the "Securities "), being issued by the National Rural
Utilities Cooperative Finance Corporation (die "Issuer"), the undersigned hereby certifies and
covenants regarding the use of the proceeds of the Securities advanced to the Borrower, as
follows:

I

General.

1.1 This Project Agreement is made pursuant to Section 54 of the Internal Revenue
Code of 1986, as amended (the "Code"), and any United States Treasury
regulations and other guidance thereunder to make the certifications required by
Section 54 of the Code and any United Stares Treasury regulations and other
guidance thereunder and to establish the reasonable expectations of the Borrower
with respect to the amount and use of amounts to be advanced to the Borrower
pursuant to the Loan Agreement dated as of even date herewith between the
Issuer and the Borrower (the "Loan Agreement"). Capitalized terms used herein
are defined where they first appear or are defined inExhibit A attached hereto.

1.2 This Project Agreement is based on facts and estimates in existence on the date
hereof and the continued veracity of these facts and estimates as of the date that
the Securities are issued (the "Closing") will be confirmed by the Borrower on
the date of Closing, and on the basis of such facts and estimates, the Borrower
expects that the events described herein will occur. To the best of  the
undersigned's knowledge, information, and belief, the expectations contained in
this Proj act Agreement are reasonable.

1.3 The Borrower is a Qualified Borrower, as defined inExhibit A, and is responsible
for the acquiring/constnxcfuig/equipping of the Project (defined below). The
undersigned has reviewed this Project Agreement, as well as the provisions of
Section 54 of the Code and any United States Treasury regulations and other
guidance thereunder, with its own legal counsel and understands and is familiar
with this Project Agreement and the provisions of Section 54 and any United
States Treasury regulations and other guidance thereunder. The Borrower will

1.
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comply in all respects with the provisions of Section 54 and any United States
Treasury regulations and other guidance thereunder.

1.4 The Borrower agrees to keep and retain or cause to be kept and retained sufficient
records to demonstrate compliance with the covenants in this Project Agreement.
Such records shall include, but are not limited to, basic records relating to the
issuance of the Securities (including this Project Agreement and the inducement
resolution as described in Section 3.3 hereof), documentation evidencing the
expenditure of  amounts advanced to the Borrower pursuant to the Loan
Agreement; documentation evidencing the use of property financed with amounts
advanced to the Borrower pursuant to the Loan Agreement, and documentation
evidencing all sources of payment or security maintained by the Borrower for
amounts advanced to the Borrower pursuant to the Loan Agreement. Such
records shall be kept until the date three (3) years atlzer the CREB Maturity Date.

!

1.5 Neither the Borrower nor any Related Person (as defined in Exhibit A) to the
Borrower will purchase any Securities.

2. Qualified Project.

2.1 The Loan Agreement requires the amounts advanced thereunder to be used for
facilities to be owned by the Borrower, described in more detail in Section 2.2
hereof and in ExhibitB attached hereto as the "Updated Description of the
Project" (the "Project "). The Project was originally described in an exhibit to the
Application for National Clean Renewable Energy Bond Limitation submitted to
the Internal Revenue Service by the Issuer in support of the national clean
renewable energy bond allocation received by the Issuer, which "Original
Description of the Project" is attached hereto as Exhibit C.

2.2 The Project is a Solar Energy Facility (the "Qualy§1ing Facility"), as defined in
Exhibit A and property functionally related and subordinate thereto, as fixrther
described in Exhibit B, attached hereto.

3. Clean Renewable Energv Bonds Qualification.

3.1 At least 95 percent of the proceeds advanced to the Borrower pursuant to the Loan

Agreement will be used by the Borrower for capital expenditures with respect to
the Project. None of the proceeds of the Loan (as defined in the Loan Agreement)
will be paid to the Issuer, the Borrower or any Related Person to the Issuer or the
Borrower, except for amounts paid to the Borrower to reimburse the Borrower for
actual and direct expenditures relating to the Project paid by the Borrower to
persons other than the Issuer, the Borrower or any Related Person to the Issuer or
the Borrower.

3.2 The Borrower has incurred or will, within six months of the Closing Date, incur a
substantial binding obligation (not subject to contingencies within the control of
the Issuer, the Borrower or any Related Person to either of them) to a third party

CFC DOC
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to expend at least ten percent of the Loan Amount (i.e. the total amount to be
advanced to the Borrower pursuant to the Loan Agreement). It is expected that
the work of acquiring/constructing/equipping the Project and the expenditure of
the Loan Amount will proceed with due diligence through October 6, 2008, at
which time it is anticipated that the Loan Amount will have been spent in its
entirety. The Borrower acknowledges that, to the extent that less than 95 percent
of the Loan Amount is expended by a date five years from the date of issuance of
the Securities, the Borrower will be required to prepay its Loan in an amount, and
the Issuer will redeem Securities at the end of such five-year period in an amount,
necessary to maintain the tax credit with respect to the Securities, unless
otherwise permitted by Section 6.5 hereof

It is expected that all amounts advanced to the Borrower under the Loan
Agreement will be spent to pay costs of the Project in accordance with the
estimated periodic drawdown schedule contained in Exhibit D, attached hereto.
The assumptions set forth in this Section 3.2 and on Exhibit D, attached hereto,
represent the Borrower's best estimate, as of this date, of the periodic drawdown
schedule of the Loan Amount.\

3.3 The Borrower may use amounts advanced to the Borrower under the Loan
Agreement to reimburse itself for expenditures paid prior to the date of issuance
of the Securities. The Borrower shall reimburse itself for expenditures paid prior
to the date of issuance of the Securities only if such expenditure was paid aler the
Borrower adopted an inducement resolution, and the expenditure is described in
such inducement resolution.

The Borrower shall use proceeds of the Loan to reimburse itself for
expenditures paid prior to the date the Securities were issued only if such
reimbursement is made within eighteen months after the later of (i) the date
the expenditure is paid or (ii) the date the Project is placed in service, but in
no event later than three years after the date the original expenditure was
paid.

Except for any reimbursement allowed under this Section 3.3, no portion of the
proceeds advanced to the Borrower will be used to pay for expenditures relating
to acquiring existing facilities (as contrasted with costs of enhancements, repair or
rehabilitation of existing facilities).

3.4 Neither the Project nor any portion thereof has been, is expected to be, or will be
sold or otherwise disposed of, in whole or in part, prior to the last maturity date of
the Securities.

3.5 The Borrower has entered into the Loan Agreement of even date hereof under
which it is committed to borrow $280,000 from the Issuer of the Securities and
the Borrower reasonably expects to borrow and expend the full amount of such
commitment.
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3.6 At least 75% of the Loan Amount is expected to be used for Construction
Purposes

3.7 The Borrower will not use proceeds of the Loan (i) to pre-pay for goods or
services to be received over a period of years prior to the date such goods or
services are to be received, or (ii) to pay for or otherwise acquire goods or
services from an Affiliated Person. as defined in Exhibit A

3.8 The Borrower shall at all times be a Qualified Borrower

Remedial Action

4.1 The Borrower agrees to operate the Project as a Qualifying Facility

The Borrower acknowledges that if property financed with proceeds of the
Securities advanced to the Borrower is operated in a manner other than as a
Qualifying Facility such operation may constitute a "deliberate action" that may
require remedial actions to prevent the tax credit being produced by the Securities
from being disallowed

The Borrower shall promptly contact the Issuer as provided in Section 6.3 hereof
if it considers operating property financed with proceeds of the Loan odder than as
a Qualifying Facility

4.2 The Borrower acknowledges that if property financed with proceeds of the Loan
is sold or otherwise disposed of in a manner contrary to the provisions of
Section 3.4 hereof; such sale or disposition may constitute a "deliberate action
that may require remedial actions to prevent the tax credit being produced by the
Securities from being disallowed. If the Borrower considers the sale or other
disposition of property financed with proceeds of the Loan, it shall promptly
contact the Issuer. in the manner set f̀ orth in Section 6.3 hereof

Funds and Accounts. Investments

5.1 After the issuance of the Securities, neithertheBorrower nor any Related Person
to the Borrower has or will have any property, including cash, securities or any
other property held as a passive vehicle for the production of income or for
investment purposes, that constitutes

(i) amounts that have a sufficiently direct nexus to the Securities or to
the governmental purpose of the Securities to conclude that the amounts would
have been used for that governmental purpose if the Securities were not used or to
be used for that governmental purpose (the mere availability or preliminary
earmarldng of such amounts for a governmental purpose, however, does not itself
establish such a sufficient nexus)
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(ii) amounts in a debt service fund, redemption fund, reserve fund
replacement fund or any similar fiend to the extent reasonably expected to be used
directly or indirectly to pay principal of or interest on the Securities or any
amounts for which there is provided, directly or indirectly, a reasonable assurance
that the amount will be available to pay principal of or interest on the Securities or
any credit enhancement or liquidity device with respect to the Securities, even if
the Issuer, the Borrower or any Related Person to either of them encounter
financial difficulties: or

(i i i ) any amounts held pursuant to any agreement (such as an agreement
to maintain certain levels of types of assets) made for the benefit of the holders of
the Securities or any credit enhancement provider, including any liquidity device
or negative pledge (e.g., any amount pledged to pay principal of or interest on an
issue held under an agreement to maintain the amount at a particular level for the
direct or indirect benefit of holders of the Securities or a guarantor of the
Securities)

No compensating balance, liquidity account, negative pledge of property held for
investment purposes required to be maintained at least at a particular level or
similar arrangement exists with respect to, in any way, the Securities or any credit
enhancement or liquidity device related to the Securities

5.2 During the acquiring/constructing/equipping of the Project, the Borrower will
only draw down amounts from the Issuer for capital expenditures already paid by
the Borrower

5.3 Neither the Borrower nor any Related Person to the Borrower will enter into any
hedge (e.g., an interest rate swap, interest rate cap, fixtures contract, forward
contract or an option) with respect to the Loan or the Securities

5.4 All property subject to the Mortgage is and will be used by the Borrower in the
conduct of its trade or business. The Borrower reasonably expects to repay the
Loan from current operating revenues. The Mortgage does not require that cash
securities, obligations, annuity contracts or other property held principally as a
passive vehicle for the production of income be maintained, individually or
collectively, at any particular level

Miscellaneous

6.1 This Project Agreement shall be governed by and construed in accordance with
the laws of the Commonwealth of Virginia

6.2 Prior to the date 15 days before the Securities were sold, neither the Borrower nor
any Related Person to the Borrower has sold or delivered any obligations that are
reasonably expected to be pad out of substantially the same source of funds as the
Securities. Neither the Borrower nor any Related Person to the Borrower will sell
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or deliver within 15 days after the date hereof any obligations that are reasonably
expected to be paid out of substantially the same source of funds as the Securities.

6.3 All notices provided for herein shall be given or made in writing (including,
without limitation, by telecopy) and delivered to the Issuer at the "Address for
Notices" specified below. All such communications shall be deemed to have
been duly given (i) when personally delivered including, without limitation, by
overnight mail or courier service, (ii) in the case of notice by United States mail,
certified or registered, postage prepaid, return receipt requested, upon receipt
thereof, or (i i i) in the case of notice by telecopy, upon transmission thereof,
provided such transmission is promptly confirmed by either of the methods set
forth in clauses (i) or (ii) above in each case given or addressed as provided for
herein. The Address for Notices of the Issuer is as follows:

E

i-

National Rural Utilities Cooperative Finance Corporation
2201 Cooperative Way
Herndon, Virginia 20171-3025
Attention: Senior Vice President - Member Services
Fax #703-709-6776

6.4 The Borrower represents that it has not been contacted by the Internal Revenue
Serv ice or any issuer of bonds, the proceeds of which were loaned to the
Borrower regarding any examination of any tax exempt bonds issued for the
benefit of the Borrower. To the best of the lmowledge of the Borrower, no such
obligations of the Borrower are currently under examination by the Internal
Revenue Service.

6.5 Any restriction or covenant contained herein need not be observed or may be
changed if such nonobservance or change will not result in the loss of any tax
credit under Section 54 of the Code for the purpose of federal income taxation to
which the Securities is otherwise entitled and the Borrower receives an opinion of
Bond Counsel to such effect and the Issuer agrees to such nonobservance or
change.

6.6 If any clause, provision or section of this Project Agreement is ruled invalid by
any court of competent jurisdiction, the invalidity of such clause, provision or
section shall not affect any of the remaining clauses, sections or provisions hereof

6.7 The terms, provisions, covenants and conditions of this Project Agreement shall
bind and inure to the benefit of the respective successors and assigns of the Issuer
and the Borrower.

6.8 This Project Agreement shall terminate on the date three (3) years after the CREB
Maturity Date.

I

CFC DOC
AZ014-A-9036-CB001 (JABLONJ)
117507-1



t I

The undersigned acknowledge that this Project Agreement is given as a basis for an
opinion of the law firm of Chapman and Cutler LLP, Chicago, Illinois, and such limy is hereby
authorized to rely on this Project Agreement.

DATED as of the day and year t`1rst above written.

SULPHUR SPRINGS VALLEY ELECTRIC
COOPERATIVE, INC.

I

By 8 9 a- M Y
Title f'f»¢._»»l1 ¢ ~T

I
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EXHIBIT A

DEFINITIONS

"Aj7iliated Person " means any Person that (a) at any time during the six months prior to
the Closing Date, (i) has more than five percent of the voting power of the governing body of the
Issuer or the Borrower in the aggregate vested in its directors, officers, owners, and employees or
(ii) has more than five percent of the voting power of its governing body in the aggregate vested
in directors, officers, board members, owners, members or employees of the Issuer or the
Borrower or (b) during the one-year period beginning six months prior to the Closing Date, (i)
the composition of the governing body of which is modified or established to reflect (directly or
indirectly) representation of the interests of the Issuer or the Borrower (or for which an
agreement, understanding, or arrangement relating to such a modification or establishment
during that one-year period) or (ii) the composition of the governing body of the Issuer or the
Borrower is modified or established to reflect (directly or indirectly) representation of the
interests of such Person (or for which an agreement, understanding, or arrangement relating to
such a modification or establishment during that one-year period).

"Bond Counsel" means Chapman and Cutler LLP or any other nationally recognized
firm of attorneys experienced in the field of municipal obligations whose opinions are generally
acceptedby purchasers of municipal obligations.

"Closing Date " means the date the Issuer issues the Securities.

"Code " means the Internal Revenue Code of 1986, as amended.

"Constructed Personal Property" means tangible personal property (or, if acquired
pursuant to a single acquisition contract, properties) or Specially Developed Computer Software
if( i) a substantial portion of the property or properties is completed more than six (6) months
alter the earlier of the date construction or rehabilitation commenced and the date the Borrower
entered into an acquisition contract, (ii) based on the reasonable expectations of the Borrower, if
any, or representations of the person constructing the property, with the exercise of due
diligence, completion of construction or rehabilitation (and delivery to the issuer) could not have
occurred within that six-month period; and (iii) if the Borrower itself builds or rehabilitates the
property, not more than 75 percent of the capitalizable cost is attributable to property acquired by
the Borrower (e.g., components, raw materials, and other supplies).

"Construction Purposes " means capital expenditures that are allocable to the cost ofReal
Property or Constructed Personal Property. Except as provided in the next succeeding sentence,
construction expenditures do not include expenditures for acquisitions of interests in land or
other existing real property. Expenditures are not for the acquisition of an interest in existing
real property other than land if the contract between the seller and the Borrower requires the
seller to build or install the property (e.g., a turnkey contract), but only to the extent that the
properly has not beenbuilt or installed at the time the parties enter into the contract.
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"Control" means the possession, directly or indirectly through others, of either of the
following discretionary and non-ministerial rights or Powers over another entity (i) to approve
and to remove without cause a controlling portion of the governing body of a Controlled Entity,
or (ii) to require the use of funds or assets of a Controlled Entity for any purpose.

"Controlled Entity" means any entity or one of a group of entities that is subject to
Control by a Controlling Entity or group of Controlling Entities.

"Controlled Group " means a group of entities directly or indirectly subject to Control by
the same entity or group of entities, including the entity that has the Control of the other entities.

"Controlling Entity" means any entity or one of a group of entities directly or indirectly
having Control of any entities or group of entities.

"CREB Maturity Date" shall have the meaning ascribed to it in the Loan Agreement.

"Governmental Body" means any State, territory, possession of the United States, the
District of Columbia, Indian tribal government, and any political subdivision thereoti

"Mortgage " means the mortgage and security agreement applicable to substantially all of
the property of the Borrower.

I

"Qualu'ied Borrower" means (i) a mutual or cooperative electric company described i n
Sections 501(c)(l2) or 1381(a)(2)(C) of the Code, or (ii) a Governmental Body (as defined
above).

"Real Property" means land and improvements to land, such as buildings or other
inherently permanent structures, including interests in real property. For example, real property
includes wiring in a building, plumbing systems, central heating or air-condidoning systems,
pipes or ducts, elevators, escalators installed in a building, paved parking areas, roads, wharves
and docks, bridges, and sewage lines.

"Related Person " means any member of the same Controlled Group as the Issuer or the
Borrower and any person related to the Issuer or a Borrower wi thin the meaning of
Section 144(a)(3) of the Code.

"Solar Energy Facility " means a facility using solar energy to produce electricity.

=

"Specially Developed Computer Software" means any programs or routines used to
cause a computer to perform a desired task or set of tasks, and the documentation required to
describe and maintain those programs, provided that the software is specially developed and is
functionally related and subordinate to real property or other constructed personal property.

"Tangible Personal Property" means any tangible property other than real property,
including interests in tangy>le personal property. For example, tangible personal property
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includes machinery that is not a structural component of a building, subway cars, fire trucks
automobiles, office equipment, testing equipment, and tilmishin8s
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EXHIBIT B

UPDATEDDESCRIPTIONoF THE PRQJECT

CFC Application
Bond Proceeds Needed for Project:
Bond Allocation Requested:

No. 6 Sulphur Springs Valley EC, Inc.
$280,000
$280,000

Name of Proj et Cochise Elementary Distn'ct Photovoltaic Solar
Automobile Parking Shade Structure

Project Street Address Cochise Elementary School
5025 n. Bowie
Cochise, AZ 85606
Phone (520) 384-2540
Fax (520)384-4836
Cochise CountyCounty

Individual Name to Contact
Company Name
Street Address
City, State, Zip
Telephone Number
Fax

Jack Blair
Sulphur Springs Valley Electric Cooperative, Inc.
31 l E. Wilcox Drive
Sierra Vista, AZ 85635
(520) 515-3470
(520)458-3467

Updated Detailed Description of the Project:

A cantilevered shade structure at a school on axe top of which will be constructed a 23kW solar
photovoltaic system to supply power to the school. Excess power will flow on to the SSVEC
system.
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ORIGINAL DESCRIPTIONOF THE PROJECT

[COPY oF EXH1B1T A To ISSUER APPLICATION To THE IRS]

CLEAN RENEWABLE ENERGY BONDS APPLICATION
Exr ms r r  A

SULPHUR SPRINGS VALLEY ELECTRIC coopERAT1vs, INC.

Cocmsm ELEMENTARY DISTRICT PI-IOTOVOLTAIC So1.AR

SHADE STRUCTURE

This project will place a photovoltaic module costing $280,000, that will produce 23 kW of
electricity in the shade structure in the one Cochise Elementary District school. The PV structure
will provide electricity to the respective school at no charge. There will also be a cable
connection to a computer in the library of each school to show students how the system is
worldng.

This project is the identical project that Navopache Electric Cooperative in Arizona built in 200 I
that continues to function with no issues/problems.

SSVEC will operate and maintain the structure. Any excess power produced will flow back to
theSSVEC grid.

The PV structures at the schools will significantly reduce their electric bills, which have been
disproportionately large due to the per meter monthly surcharges mandated by the Environmental
Portfolio Program (EPP), and approved by the Arizona Corporation Commission. All customers
pay the EPP fees to SSVEC, which uses them to fund renewable energy projects. Since each
school has many meters, they pay the EPP a disproportionately large amount of dollars. The
benefit of reduced electric bills will offset their payments into the time.

The RFP issued by Sulfur Springs Valley Electric Cooperative follows.

r

•
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SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE. INC
A TOUCHSTONE ENERGY® COOPERATIVE

FOR THE ELECTRIC COOPERATWES IN THE STATE OF ARIZONA

REQUEST

PROPOSAL

A PHOTOVOLTAIC SYSTEM
USED FOR

SHADE STRUCTURES

PUBLIC BUILDINGS

ISSUED: AUGUST 1. 2005

Narrative: The Electric Cooperatives in Arizona (Duncan Valley EC, G em County
EC, Mohave EC, Navopache EC, Sulfur Springs Valley EC, Trico EC and Arizona Electric

Power Cooperative, Inc.) request a proposal for a modular designed system to supply a 10 kW to
30 kW Photovoltaic (PV) system. System size is relative to the space available for the PV panels
on each site. System may consist of multiple &he standing modules interconnected to meet the 10
to 30 kW size requirement. Modules to be used as Hee standing carports or free standing covers
for walkways to provide shade. These systems are to be used at public buildings to increase the
awareness of PV systems and operations and systems will be sized based on the available space
Base pricing for 10, 15, 20, 25, and 30 kW systems are requested (systems may be rounded to the
nearest kw increment). The interconnection cost from the PV system to nearest distribution
panel will be on a case by case basis due to the variation in sites. This RFP is not all inclusive
and contractor may include other specifications or requirements they feel are necessary for a
successful venture

This RFP is released on August 1, 2005 and response must be in a written proposal by
October 1, 2005. For questions or clarification of details please contact Albert Gomez (520-515
3473) or David Bane (520-515-3472)

SCOPE OF WORK _ THE CONTRACTORWILL BE RESPONSIBLE FOR THE FOLLOWING

Structural design of the supporting PV structures (carport and walkway)
One line circuit diagrams for approval by local Cooperative's engineering department
Complete wiring diagrams (to be included in owner manual)
Isolation transformers as needed to meet the NEC
Purchase and installation of all components

CFC DOC
Az014.A.9035.CB001 (JABLONJ )
111507-1



l l l o w

a

•

•

•

•

•

•

Systems test period of 4-6 weeks prior to transfer of title of equipment to site owner
Any required Permits (Cooperative will reimburse actual cost of permits)
Meter socket on the A/C output of the inverter(s)
Interconnection with Customers electric service
Fencing around inverters and other equipment as required for security and public safety
Project to meet or exceed SunWatts standards
Basic training for site owner / site operator
Operators Manual

THB COOPERATIVE WILLPROVIDE THE FOLLOWING:

Meter to measure AC output from PV system to owners electric panel
Written permission from site owner to build the PV Module
Act as the point of contact with the installation Contractor on behalf of the site owner

STRUCTURAL DESIGN REQUIREMENTS :

The basic structure is to support the PV cells but must be able to work as a carport with
all the required clearances. Support should be in a cantilever style to allow easy parking, spacing
on vertical supports should be in multiples of 10 feet to be able to match typical parking lot
spacing, height should allow the parking of full size passenger vans, and structure does not have
to be water proof (providing shade to vehicles is secondary to the production of energy). Sample
profile (to show intent not required design) is on page 4. Ideal structure would have the ability
to support PV panels that would be effective if the long side of the structure is in a North-South
as well as East-West orientation.

PV DES1GN REQUIREMENTS :

•

•

PV panels shall have warranty for a minimum of 15 years to cover rated output (output
degradation not to exceed 20% over life of panel)
A11 system components will be UL certified
System will include isolation transformers per section 250-30 of the NEC
Polyphase inverter with voltage to match customer's system
Inverter to match capacity of project
15 year manufacturers warranty on Inverter (contractor may use an extended warranty

insurance policy to meet 15 year requirement)
Contractor will warranty repair labor at 100% for first 5 years, 66% of labor for second 5

years, and 33% of labor for remaining 5 years, (limited to warranty repairs)
Interconnection costs from site of PV system to nearest practical distribution panel will be

on a case by case basis, (site selection process willkeep this as short as possible)

SUNWATrS REQUIREMENTS :

One-line drawings subject to approval by local Cooperative's engineering department
Units to operate in parallel with grid

CFC DOC
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Includes protection for out of frequency problems
Low harmonics
Inverter must disconnect in the event grid power is lost
Lockable safety switch located between the inventer and meter socket

TRAINING REQUIREMENTS

The Contractor wil l prov ide suff icient time with the site owner to explain how to
disconnect the system, locate inverter, identify all junction boxes between the modules, and
identify any system warning lights or displays. Contractor will also provide system manual with
basic operating instructions and all the associated warranty information and manufacturer
contacts listed

CFC DOC
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EXHIBIT D

MONTHLY DRAwdown SCHEDULE oF AMOUNTS To BE ADVANCED ToTHE
BORROWER PURSUANT To THE LOAN AcREE1v1E1vr

DATE ON WHICH PROCEEDS ARE
EXPECTED TO BE EXPENDED

AMOUNTS oF PROCEEDS To BE

EXPENDED

October 6, 2008 $280,000

CFC DOC
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SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC.

To

NATIONAL RURAL UTIUTIES
COOPERATIVE FINANCE CORPORATION

Issuer

LOAN AGREEMENT

Dated as of I 9 / w , 2 0 0 2

Clean Renewable Energy Bonds
(Cooperative Renewable Energy Projects) Series 2008A

of National Rural Utilities Cooperative Finance Corporation
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LOAN AGREEMENT

LOAN AGREEMENT (this "Agreement") dated as of ,
between SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC. ("Borrower"), a
corporation organized and existing under the laws of the State of Arizona and NATIONAL RURAL
UTILITIES COOPERATIVE FINANCE CORPORATION ("CFC"), a cooperative association
organized and existiNg under the laws of the District of Columbia.

RECITALS

WHEREAS, the Borrower has applied to CFC for a loan for the purposes set forth in
Schedule 1 hereto, and CFC is willing to make such a loan to the Borrower on the terms and
conditions stated herein, and

WHEREAS, the Bon'ower has agreed to execute a promissory note to ev idence an
indebtedness in the aggregate principal amount of the CFC Commitment (as hereinafter defined).

now, THEREFORE, for and in consideration of the premises and the mutual covenants
hereinafter contained, the parties hereto agree and bind themselves as follows:

ARTICLE I

DEFINITIONS

Section 1.01 For purposes of this Agreement, the following capitalized terms shall have the
following meanings (such definitions to be equally applicable to the singular and the pluralform
thereof). Capitalized terms that are not defined herein shall have the meanings as set forth in the
Mortgage.

"Accounting Requirements" shall mean any system of accounts prescribed by a federal
regulatory authority having jurisdiction over the Borrower or, in the absence thereof, the requirements
of GAAP applicable to businesses similar to that of the Borrower.

"Advance" shall mean each advance of funds by CFC to the BorTower pursuant to the terms
and conditions of this Agreement, including the Initial Advance and the Primary Advance.

"Authorized Officer of the Borrower" means the Chairman, General Manager or Chief
Financial Officer of the Borrower or any other person authorized by the Board of the Borrower so to
act or any other person performing a function similar to the function performed by any such officer or
authorized person.

"Average DSC Ratio" shall mean the average of the Borrower's two highest annual DSC
Ratios during the most recent three calendar years.

"Bond Counsel" means an attorney at law or a firm of attorneys (designated by CFC and
acceptable to the Trustee) of nationally recognized standing in matters pertaining to the taxexempt
nature of interest or tax credits on bonds issued by states and their political subdivisions, duly
admitted to the practice of law before the highest court of any state of the United States of America.

CFC LOANAG
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"Business Day" shall mean any day that both CFC and the depository institution CFC
utilizes for funds transfers hereunder are open for business.

"CFC Commitment" shall have the meaning as defined in Schedule 1.

"CFC CREB Rate" shall mean the interest rate charged by CFC for loans made by CFC from
proceeds of the CREBs which rate shall not exceed one hundred and fifty basis points (150/100 of
1%) per annum

Closing Date" shall mean the date CFC issues the CREBs

Code" shall mean the Internal Revenue Code of 1986, as supplemented and amended

Completion Cert i f icate" shal l  mean the cert i f icate of  the Borrower requi red
Section 5.01 .P of this Agreement, substantially in the form of Exhibit C hereto

by

CREBs" shall mean the series of Securities issued by CFC to provide financing for the
Project

CREB Maturity Date" shall mean the maturity date of the CREBs, which shall be the
December 15th prior to the Maximum CREB Term Anniversary Date

Debt Service Coverage ("DSC") Ratio" shall mean the ratio determined as follows: for any
calendar year add (i) Operating Margins, (ii) Non-Operating Margins--interest, (iii) Interest Expense
(iv) Depreciation and Amortization Expense, and (v) cash received in respect of generation and
transmission and other capital credits, and divide the sum so obtained by the sum of all payments of
Principal and Interest Expense required to be made during such calendar year, provided, however
that in the event that any amount of Long-Term Debt has been refinanced during such year, the
payments of Principal and Interest Expense required to be made during such year on account of
such refinanced amount of Long-Term Debt shall be based (in lieu of actual payments required to be
made on such refinanced amount of Long-Term Debt) upon the larger of (i) an annualization of the
payments required to be made with respect to the refinancing debt during the portion of such year
such refinancing debt is outstanding or (ii) the payment of Principal and Interest Expense required to
be made during the following year on account of such refinancing debt

Default Rate" shall mean a rate per annum equal to one hundred and fifty basis points
(150/100 of 1%)

Depreciation and Amortization Expense" shal l  mean an amount consti tuting the
depreciation and amortization of the Borrower computed pursuant to Accounting Requirements

Determination of Tax Credit Ineligibility" shall mean a determination that a particular
series of Securities does not qualify for a tax credit for the owner thereof under Section 54 of the
Code, which determination shall be deemed to have been made upon the occurrence of the first to
occur of the following

(a) the date on which CFC determines that there is a significant likelihood that a
particular series of Securities may not qualify for a tax credit, if  such determination is
supported by a written opinion of Bond Counsel to that effect, or

CFC LOANAG
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(b) the date on which CFC shall receive notice in writing that the Trustee has been
advised by the owner of any Security that a particular series of Securities does not qualify for
a tax credit for the owner thereof, based upon a final determination made either by: (A) the
Internal Revenue Service in a published or private ruling or technical advice memorandum or
(B) any court of competent jurisdiction in the United States of America, as a result of a failure
by CFC or any borrower to observe any agreement or representation in the Tax Compliance
Agreement or a Loan Agreement or Project Agreement relating to the proceeds of the
Securities. Any such determination will not be considered final for this purpose unless the
Owner of the Securities involved in the proceeding or action resulting in the determination (i)
gives CFC and the Trustee prompt written notice of the commencement thereof and (ii) if
CFC agrees to pay all expenses in connection therewith and to indemnify such Owner of the
Securities against all liabilities in connection therewith, offers CFC an opportunity to contest
the determination, either directly or in the name of the Owner of the Securities, and until
conclusion of any review, if sought.

"Distributions" shall mean, with respect to the Borrower, any dividend, patronage refund,
patronage capital retirement or cash distribution to its members, or consumers (including but not
limited to any general cancellation or abatement of charges for electric energy or services furnished
by the Borrower). The term "Distribution" shall not include (a) a distribution by the Borrower to the
estate of a deceased patron, (b) repayment by the Borrower of a membership fee upon termination of
a membership, or (c) any rebate to a patron resulting from a cost abatement received by the
Borrower, such as a reduction of wholesale power cost previously incurred.

"Draw Period" shall have the meaning as described in Schedule 1 hereto.

"Environmental Laws" shall mean all laws, rules and regulations promulgated by any
Governmental Authority, with which Borrower is required to comply, regarding the use, treatment,
discharge, storage, management, handling, manufacture, generation, processing, recycling,
distribution, transport, release of or exposure to any Hazardous Material.

"Equity" shall mean the aggregate of the Borrower's equities and margins computed
pursuant to Accounting Requirements.

"Event of Default" shall have the meaning as described in Article VI hereof.

"Funds Requisition Statement" shall mean the certificate of the Borrower, in the form set
forth as Exhibit A to this Agreement, by which the Borrower will obtain an advance of funds from CFC
under the Loan.

"GAAP" shall mean generally accepted accounting principles set forth in the opinions and
pronouncements of the Accounting Principles Board and the American Institute of Certified Public
Accountants and statements and pronouncements of the Financial Accounting Standards Board

Governmental Authority" shall mean the government of the United States of America, any
other nation or government, any state or other political subdivision thereof, whether state or local
and any agency, authority, instrumentality, regulatory body, court or other entity exercising executive
legislative, judicial, taxing, regulatory or administrative Powers or functions of or pertaining to
government

Hazardous Material" shall mean any (a) petroleum or petroleum products, radioactive
materials, asbestos-containing materials, polychlorinated biphenyls, lead and radon gas, and (b) any

x
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other substance designated as hazardous or toxic or as a pollutant or contaminant under any
Environmental Law.

"Indenture"shall mean the Indenture between CFC and U.S. Bank Trust Company National
Association, relating to the first issue of Securities, pursuant to which the Securities, including the
CREBs are issued, as supplemented and amended.

"Initial Advance" shall mean the Advance made by CFC on the Closing Date pursuant to
Section 3.02.A hereof to fund a portion of CFC's costs in issuing the CREBs attributable to the CFC
Commitment, including, but not limited to, original issue discount, underwriting discount and other
costs of issuance, including, without limitation, rating agency costs and legal, underwriting and
Trustee expenses.

"Interest Expense" shall mean an amount constituting the interest expense with respect to
Long-Term Debt of the Borrower computed pursuant to Accounting Requirements. In computing
Interest Expense, there shall be added, to the extent not otherwise included, an amount equal to 33-
1/3% of the excess of Restricted Rentals paid by the BolTower over 2% of the Borrower's Equity.

"Lien" shall mean any statutory or common law consensual or non-consensual mortgage,
pledge, security interest, encumbrance, lien, right of set off, claim or charge of any kind, including,
without limitation, any conditional sale or other title retention transaction, any lease transaction in the
nature thereof and any secured transaction under the Uniform Commercial Code.

"Loan" shall mean the loan made by CFC to the Borrower, pursuant to this Agreement and
the Note, in an aggregate principal amount not to exceed the CFC Commitment.

"Loan Capital Term Certificate" or "LCTC" shall mean a certificate, or book entry form of
account, evidencing the Borrower's purchase of equity in CFC.

"Loan Documents" shall mean this Agreement, the Note, the Mortgage, the Project
Agreement and all other documents or instruments executed, delivered or executed and delivered by
the Borrower and evidencing, securing, governing or otherwise pertaining to, the Loan.

"Long-Term Debt" shall mean an amount constituting the long-term debt of the Borrower
computed pursuant to Accounting Requirements.

"Maturity Date" shall mean the Payment Date immediately prior to the CREB Maturity Date
permitted for the CREBs under Section 54(e)(2) of the Code as in effect on the Closing Date.

"Maximum CREB Term Anniversary Date"shall mean the anniversary of the Closing Date
that occurs at the maximum term permitted for the CREBs under Section 54(e)(2) of the Code as in
effect on the Closing Date.

"Mortgage"shall have the meaning as described in Schedule 1 hereto.

"Mortgaged Property"shall have the meaning ascribed to it in the Mortgage.

Non-Operating Margins-Interest" shall mean the amount representing the interest
component of non-operating margins of the Borrower computed pursuant to Accounting
Requirements

CFC LOANAG
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"Note" shall mean the secured promissory note, payable to the order of CFC, executed by
the Borrower, dated as of even date herewith, pursuant to this Agreement as identified on Schedule
1 hereto and shall include any substitute note or modification thereto.

"Obligations" shall mean any and all liabilities, obligations or indebtedness owing by the
Borrower to CFC, of any kind or description, irrespective of whether for the payment of money,
whether direct or indirect, absolute or contingent, due or to become due, now existing or hereafter
arising.

"Operating Margins" shall mean the amount of patronage capital and operating margins of
the Borrower computed pursuant to Accounting Requirements.

"Payment Date" shall mean the first (1st) day of each of March, June and September and
December.

"Payment Notice" shall mean a notice furnished by CFC to the Borrower that indicates the
amount of each payment of interest or interest and principal and the total amount of each payment
due.

"Permitted Encumbrances" shall have the meaning ascribed to it in the Mortgage.

"Person" shall mean natural persons, cooperatives, corporations, limited liability companies,
limited partnerships, general partnerships, limited liability partnerships, joint ventures, associations,
companies, trusts or other organizations, irrespective of whether they are legal entities, and
Governmental Authorities.

"Primary Advance" shall mean the Advance made by CFC to the Borrower pursuant to
Section 3.02.B hereof two Business Days after the Closing Date to reimburse Borrower for costs of
the Project.

"Principal" shall mean the amount of principal billed on account of Long-Term Debt of the
Borrower computed pursuant to Accounting Requirements,

"Project" shall mean the project being financed pursuant to the Loan, as further described in
Schedule 1.

"Project Account" means an account created pursuant to the Indenture within the Project
Fund related to the CREBs.

"Project Agreement" shall mean the Project Agreement, dated as of even date herewith,
executed by the Borrower with respect to the Project and the CREBs.

"Project Fund" means the Project Fund created and identified as such in the Indenture.

"Restricted Rentals" shall mean all rentals required to be paid under finance leases and
charged to income, exclusive of any amounts paid under any such lease (whether or not designated
therein as rental or additional rental) for maintenance or repairs, insurance, taxes, assessments,
water rates or similar charges. For thepurpose of this definition the term "finance lease" shall mean
any lease having a rental term (including the term for which such lease may be renewed or extended
at the option of the lessee) in excess of three (3) years and covering property having an initial cost in
excess of $250,000 other than automobiles, trucks, trailers, other vehicles (including without
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limitation aircraft and ships), office, garage and warehouse space and office equipment (including
without limitation computers).

"Securities" shall mean one or more series of clean renewable energy bonds issued by CFC
under the Indenture.

"Subsidiary" as to any Person, shall mean a corporation, partnership, limited partnership,
limited liability company or other entity of which shares of stock or other ownership interests having
ordinary voting power (other than stock or such other ownership interests having such power only by
reason of the happening of a contingency) to elect a majority of the board of directors or other
managers of such entity are at the time owned, or the management of which is otherwise controlled,
directly or indirectly through one or more intermediaries, or both, by such Person. Unless otherwise
qualified, all references to a "Subsidiary" or to "Subsidiaries" in this Agreement shall refer to a
Subsidiary or Subsidiaries of the Borrower.

Tax Compliance Agreement" means a tax compliance certificate and agreement of CFC
with respect to a series of Securities, as accepted by the Trustee, as amended

Termination Certificate" shal l  mean the cert i f icate of  the Borrower required
Section 5.01 .Q of this Agreement, substantially in the form of Exhibit D hereto

by

Total Assets" shall mean an amount constituting the total assets of the Borrower computed
pursuant to Accounting Requirements

Total Utility Plant" shall mean the amount constituting the total utility plant of the Borrower
computed pursuant to Accounting Requirements

Trustee" shall mean U.S. Bank Trust Company National Association and its successors and
assigns

ARTICLE ll

REPRESENTATIONS AND WARRANTIES

Section 2.01 The Borrower represents and warrants to CFC that. as of the date of this
Agreement

A. Good Standing. The Borrower is duly organized, validly existing and in good
standing under the laws of the jurisdiction of its incorporation or organization, is duly qualified to do
business and is in good standing in those states in which it is required to be qualified to conduct its
business. The Borrower is a member in good standing of CFC

-_ Subsidiaries and Ownership. Schedule 1 hereto sets forth a complete and accurate
list of the Subsidiaries of the Borrower showing the percentage of the Borrower's ownership of the
outstanding stock, membership interests or partnership interests, as applicable, of each Subsidiary

_~ Authority, Validity. The Borrower has the power and authority to enter into this
Agreement, the Note, the Project Agreement and the Mortgage, to make the borrowing hereunder; to
execute and deliver all documents and instruments required hereunder and to incur and perform the
obligations provided for herein, in the Note, in the Project Agreement and in the Mortgage, all of
which have been duly authorized by all necessary and proper action, and no consent or approval of

CFC LOANAG
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any Person, including, as applicable and without limitation, members of the Borrower, which has not
been obtained is required as a condition to the validity or enforceability hereof or thereof.

Each of this Agreement, the Note, the Project Agreement and the Mortgage is, and when fully
executed and delivered will be, legal, valid and binding upon the Borrower and enforceable against
the Borrower in accordance with i ts terms, subject to appl icable bankruptcy, insolvency,
reorganization, moratorium or other laws affecting creditors' rights generally and subject to general
principles of equity.

D. No Conflicting Agreements. The execution and delivery of the Loan Documents
and performance by the Borrower of the obligations thereunder, and the transactions contemplated
hereby or thereby, will not: (i) violate any provision of law, any order, rule or regulation of any court or
other agency of government, any award of any arbitrator, the articles of incorporation or by-laws of
the Borrower, or any indenture, contract, agreement, mortgage, deed of trust or other instrument to
which the Borrower is a party or by which it or any of its property is bound, or (ii) be in conflict with,
result in a breach of or constitute (with due notice andlor lapse of time) a default under, any such
award, indenture, contract agreement, mortgage, deed of trust or other instrument, or result in the
creation
assets of the Borrower.

or imposition of any Lien (other than contemplated hereby) upon any of the property or

The Borrower is not in default in any material respect under any agreement or instrument to which it
is a party or by which it is bound and no event or condition exists which constitutes a default, or with
the giving of notice or lapse of time, or both, would constitute a default under any such agreement or
instrument.

E. Taxes. The Borrower, and each of its Subsidiaries, has filed or caused to be filed all
federal, state and local tax returns which are required to be filed and has paid or caused to be paid
all federal, state and local taxes, assessments, and governmental charges and levies thereon,
including interest and penalties to the extent that such taxes, assessments, and governmental
charges and levies have become due, except for such taxes, assessments, and governmental
charges and levies which the Borrower or any Subsidiary is contesting in good faith by appropriate
proceedings for which adequate reserves have been set aside.

F. Licenses and Permits. The Borrower has duly obtained and now holds all licenses,
permits, certifications, approvals and the like necessary to own and operate its property and business
that are required by Governmental Authorities and each remains valid and in full force and effect.

G. Litigation. There are no outstanding judgments, suits, claims, actions or proceedings
pending or, to the knowledge of the Borrower, threatened against or affecting the Borrower, its
Subsidiaries or any of their respective properties which, if adversely determined, either individually or
collectively, would have a material adverse effect upon the business, operations, prospects, assets,
liabilities or financial condition of the Borrower or its Subsidiaries. The Borrower and its Subsidiaries
are not, to the Borrower's knowledge, in default or violation with respect to any judgment, order, writ,
injunction, decree, rule or regulation of any Governmental Authority which would have a material
adverse effect upon the business, operations, prospects, assets, liabilities or financial condition of the
Borrower or its Subsidiaries.

H. Financial Statements. The balance sheet of the Borrower as at the date identified in
Schedule 1 hereto, the statement of operations of the Borrower for the period ending on said date,
and the interim financial statements of the Borrower, all heretofore furnished to CFC, are complete
and correct. Said balance sheet fairly presents the financial condition of the Borrower as at said date
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and said statement of operations fairly reflects its operations for the period ending on said date. The
Borrower has no contingent obligations or extraordinary forward or long~term commitments except as
specifically stated in said balance sheet or herein. There has been no material adverse change in
the financial condition or operations of the Borrower from that set forth in said financial statements
except changes disclosed in writing to CFC prior to the date hereof.

I. Borrower's Legal Status. Schedule 1 hereto accurately sets forth: (i) the Borrower's
exact legal name, (ii) the Borrower's organizational type and jurisdiction of organization, (iii) the
Borrower's organizational identification number or accurate statement that the Borrower has none,
and (iv) the Borrower's place of business or, if more than one, its chief executive office as well as the
Borrower's mailing address if different.

J. Required Approvals. Other than the CREBs allocation received from the Internal
Revenue Service, no license, consent or approval of any Governmental Authority is required to
enable the Borrower to enter into this Agreement, the Project Agreement, the Note and the
Mortgage, or to perform any of its Obligations provided for in such documents, including without
limitation (and if applicable), that of any state public utilities commission, any state public service
commission, and the Federal Energy Regulatory Commission, except as disclosed in Schedule 1
hereto, all of which the Borrower has obtained prior to the date hereof.

K. Compliance With Laws. The Borrower and each Subsidiary is in compliance, in all
material respects, with all applicable requirements of law and all applicable rules and regulations of
each Governmental Authority.

L. Disclosure. To the Borrower's knowledge, information and belief, neither this
Agreement nor any document, certificate or financial statement furnished to CFC by or on behalf of
the Borrower in connection herewith (all such documents, cedificates and financial statements, taken
as a whole) contains any untrue statement of a material fact or omits to state any material fact
necessary in order to make the statements contained herein and therein not misleading,

M. No Other Liens. As to property which is presently included in the description of
Mortgaged Property, the Borrower has not, without the prior written approval of CFC, executed or
authenticated any security agreement or mortgage, or filed or authorized any financing statement to
be filed with respect to assets owned by it, other than security agreements, mortgages and financing
statements in favor of CFC, except as disclosed in writing to CFC prior to the date hereof or relating
to Permitted Encumbrances.

N Environmental Matters. Except as to matters which individually or in the aggregate
would not have a material adverse effect upon the business or financial condition of the Borrower or
its Subsidiaries, (i) Borrower is in compliance with all Environmental Laws (including, but not limited
to, having any required permits and licenses), (ii) there have been no releases (other than releases
remediated in compliance with Environmental Laws) from any underground or aboveground storage
tanks (or piping associated therewith) that are or were present at the Mortgaged Property, (iii)
Borrower has not received written notice or claim of any violation of any Environmental Law, (iv)
there is no pending investigation of Borrower in regard to any Environmental Law, and (v) to the best
of Borrower's knowledge, there has not been any release or contamination (other than releases or
contamination remediated in compliance with Environmental Laws) resulting from the presence of
Hazardous Materials on property owned, leased or operated by the Borrower

O Project Agreement. As set forth in the Project Agreement, the Project constitutes "a
qualified project" as detuned in Section 54(d)(2)(A) of the Code. As set forth in the Project Agreement
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the Borrower constitutes currently, and will remain through the period that the CREBs remain
outstanding, "a Qualified Borrower", meaning a (i) mutual or cooperative electric company described
in Sections 50t(c)(12) or 1381(a)(2)(C) of the Code, or (ii) a Governmental Body, which is defined as
any state, territory possession of the u.s., the District of Columbia, Indian tribal government, and any
political subdivision thereof. The statements, information and descriptions contained in the Project
Agreement are true, correct and complete, and do not contain any untrue statement or misleading
statement Of a material fact, and do not omit to state a material fact required to be stated therein or
necessary to make the statements, information and descriptions contained therein, in the light of the
circumstances under which they were made, not misleading, and the estimates and the assumptions
contained in the Project Agreement are reasonable and based on the best information available to
the Borrower.

ARTICLE Ill

LOAN

Section 3.01 Definitions.For purposes of this Article 3, the following capitalized terms shall
have thefollowing meanings:

"Borrower's Annual Bond Repayment Amount" shall mean the amount determined by
dividing the CFC Commitment by the number of years from the Closing Date to the Maximum CREB
Term Anniversary Date, which amount shall be recalculated on the date CFC rescinds any excess
moneys pursuant to Section 3.05 or 3.06 hereof.

"Quarterly Bond Deposit Amount" shall mean for each Payment Date, the amount
determined by subtracting from the Quarterly Bond Repayment Amount the principal amount payable
by the Borrower pursuant to Section 3.03.A(ii)(b)(1) on such Payment Date.

"Quarterly Bond Repayment Amount" shall mean one-fourth (14) of the Borrower's Annual
Bond Repayment Amount.

Section 3.02 Advances. The obligation of the Borrower to repay the Advances shall be
evidenced by the Note. The aggregate amount of all Advances made hereunder shall not exceed the
CFC Commitment. At the end of the Draw Period, CFC shall have no further obligation to make
Advances.

A. Initial Advance. Borrower hereby agrees that on the Closing Date, CFC shall
automatically, and without action by Borrower, make the Initial Advance. On the Closing Date. CFC
shall notify Borrower of the final amount of the initial Advance and the amount of the CFC
Commitment remaining for Borrower to subsequently Advance.

B. Subsequent Advances.

(i) The Borrower may submit a request for the Primary Advance to CFC in writing (which
may be submitted by facsimile) no later than 12:00 noon local time at CFC's offices in
Hemdon, Virginia seven Business Days prior to the Closing Date. The Primary
Advance may be requested in any amount up to the CFC Commitment. CFC shall
make the Primary Advance two Business Days after the Closing Date in the lesser of
(i) the aggregate amount of such requested Primary Advance, and (ii) the amount of
the CFC Commitment less the amount of the initial Advance.
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(ii) Except as set forth in 3.02.A and 3.02.B(i) hereof, the Borrower shall submit its
request for an Advance to CFC in writing (which may be submitted by facsimile) no
later than 12:00 noon local time at CFC's offices in Herndon, Virginia at least two (2)
Business Days prior to the last Business Day of any calendar month. Borrower may
make multiple requests for Advances during any calendar month in any amount so
long as the aggregate amount of all Advances requested in such month is in an
amount not less than $100,000.00, provided, however that at such time as there
remains less than $100,000.00 available for Advance hereunder, Borrower may
request the entirety of such remaining amount. CFC shall make a single Advance to
Borrower on the first Business Day of the calendar month following Borrower's
request(s) for an Advance. Such Advance shall be in the aggregate amount of all
Advances requested by Borrower in the prior month, provided however that at such
time as there remains less than $100,000.00 available for Advance hereunder and
Borrower requests the entirety of such remaining amount, CFC shall Advance the
entirety of such remaining amount.

Section 3.03 Interest Rate and Payment. The Note shall be payable and bear interest as
follows:

A. Payments; Maturity; Amortization.

(i) The Note shall be due and payable on the Maturity Date.

(ii) On each Payment Date, the Borrower shall promptly pay the following:

(a) accrued interest on the principal amount of the Loan outstanding less the amount
of the Initial Advance; and

(b) the Quarterly Bond Repayment Amount, consisting of:

(1) the principal amount due on any outstanding Advances, determined on the
basis of a quarterly amortization schedule from the date of each Advance,
and

(2) the Quarterly Bond Deposit Amount,

(iii) If not sooner paid, any amount due on account of the unpaid principal, interest
accrued thereon and fees, if any, shall be due and payable on the Maturity Date.

(iv) Each Advance shall amortize on a level principal payment basis from the date thereof
through the Maturity Date.

(v) CFC will furnish to the Borrower a Payment Notice at least ten (10) days before each
Payment Date, provided, however, that CFC's failure to send a Payment Notice shall not constitute a
waiver by CFC or be deemed to relieve the Borrower of its obligation to make payments as and when
due as provided for herein.

(vi) No provision of this Agreement or of any Note shall require the payment, or permit the
collection, of interest in excess of the highest rate permitted by applicable law.
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Borrower agrees that the records of, and all computations by, CFC (in whatever media they are
recorded or maintained) as to the amount of principal, interest, fees and Quarterly Bond Deposit
Amount due on the Loan shall be conclusive in the absence of manifest error.

B. Application of Payments. Each payment shall be applied to the Loan, first to any
fees, costs, expenses or charges other than interest or principal, second to interest accrued, third to
the Quarterly Bond Deposit Amount and the balance to principal.

c. Application of Bond Repayment Deposit. At such time as the aggregate amount
billed by CFC in any calendar year on account of amortized principal under this Agreement exceeds
the Borrower's Annual Bond Repayment Amount for such year, CFC shall apply a portion of the
Borrower's prior payments of the Quarterly Bond Deposit Amount in the amount of such overage to
principal then due. Until such time, Borrower's payments of the Quarterly Bond Deposit Amount shall
not reduce the amount of principal outstanding and subject to amortization. Any amount paid by the
Borrower under this Agreement on account of the Quarterly Bond Deposit Amount in excess of the
principal amount of the fully advanced Loan shall be refunded to the Borrower on the Maturity Date.

D. Interest Rate Computation. Each Advance except the Initial Advance shall bear
interest at the CFC CREB Rate which shall apply until the Maturity Date. The Initial Advance shall
not bear interest. Interest on Advances shall be computed on the basis of a 30-day month and 360-
day year.

Section 3.04. Extraordinary Obligation to Prepay. Upon a Determination of Tax Credit
ineligibility that subjects the CREBs to an extraordinary mandatory redemption due to a failure of the
Borrower to observe any agreement or representation in this Loan Agreement (as more particularly
described in paragraph (b) of the defined term "Determination of Tax Credit Ineligibility"), the
Borrower shall prepay the Loan, or such part thereof as determined by CFC, at such times and in
such amounts as determined by CFC within sixty (60) days of such determination together with a
prepayment premium prescribed by CFC pursuant to its policies of general application in effect from
time to time.

Section 3.05. Rescission of Excess Moneys, Fee. If the Borrower has not drawn down
the full amount of the CFG Commitment at (i) the time of filing the Completion Certificate under
Section 5.01p. hereof, (ii) the time of filing the Termination Certificate under 5.01Q. hereof, (iii) a
Determination of Tax Credit ineligibility or (iv) the end of the Draw Period, a corresponding rescission
of the amount of principal available to be drawn on the Note as calculated by CFC shall automatically
be made without further action by the BoiTower, CFC shall release the Borrower from its obligations
hereunder as to such rescinded portion, provided the Borrower complies with such terms and
conditions as CFC may impose for such release including, without limitation, payment of any
rescission fee that CFC may from time to time prescribe, pursuant to its policies of general
application.

Section 3.06. Cancellation of Excess Moneys. If the Borrower has not drawn down the full
amount of the CFC Commitment at the time CFC determines that it will cease making Advances
hereunder pursuant to Section 7.01 hereof, a corresponding cancellation of the amount of principal
available to be drawn on the Note as calculated by CFC shall automatically be made without action
by the Borrower.

Section 3.07. Default Rate. If Borrower defaults on its obligation to make a payment due
hereunder by the applicable Payment Date, and such default continues for thirty days thereafter, then

CFC LOANAG
AZ014-A-9036~CB001 (JABLONJ )
117562-2



12

q

beginning on the thirty-first day after the Payment Date and for so long as such default continues,
Advances shall bear interest at the Default Rate.

Section 3.08. Patronage Capital; Interest Rate Discounts. No patronage cap tal shall be
earned, and no interest rate discounts shall apply, to the Loan.

Section 3.09. Optional Prepayment. Except for prepayments made pursuant to
Section 3.04 hereof, no prepayment of any Advance, in whole or in part, may be made by the
Borrower.

ARTICLE IV

CONDITIONS OF LENDING

Section 4.01 The obligation of  CFC to make any Advance hereunder is subject to
satisfaction of the following conditions in form and substance satisfactory to CFC:

A. Legal Matters. All legal matters incident to the consummation of the transactions
hereby contemplated shall be satisfactory to counsel for CFC.

B. Documents. CFC shall have been furnished with (i) the executed Loan Documents,
(ii) certified copies of all such organizational documents and proceedings of the Borrower authorizing
the transactions hereby contemplated as CFC shall require, (iii) an opinion of counsel for the Borrow-
er addressing such legal matters as CFC shall reasonably require, and (iv) all other such documents
as CFC may reasonably request,

C. Government Approvals. The Borrower shall have furnished to CFC true and correct
copies of all certif icates, authorizations, consents, permits and licenses from Governmental
Authorities necessary for the execution or delivery of the Loan Documents or performance by the
Borrower of the obligations thereunder.

D. Representations and Warranties. The representations and warranties contained in
Article ll shall be true on the date of the making of each Advance hereunder with the same effect as
though such representations and warranties had been made on such date, no Event of Default and
no event which, with the lapse of time or the notice and lapse of time would become such an Event of
Default, shall have occurred and be continuing or will have occurred after giving effect to each
Advance on the books of the Bon'ower, there shall have occurred no material adverse change in the
business or condition, financial or otherwise, of the Borrower, and nothing shall have occurred which
in the opinion of CFC materially and adversely affects the Borrower's ability to perform its obligations
hereunder.

E. Mortgage Recordation. The Mortgage (and any amendments, supplements or
restatements as CFC may require from time to time) shall have been duly filed, recorded or indexed
in all jurisdictions necessary (and in any other jurisdiction that CFC shall have reasonably requested)
to provide CFC a lien, subject to Permitted Encumbrances, on all of the Borrower's real property, all
in accordance with applicable law, and the BolTower shall have paid all applicable taxes, recording
and filing fees and caused satisfactory evidence thereof to be furnished to CFC. ,

F. UCC Filings. Uniform Commercial Code financing statements (and any continuation
statements and other amendments thereto that CFC shall require from time to time) shalt have been
duly filed, recorded or indexed in all jurisdictions necessary (and in any other jurisdiction that CFC
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shall have reasonably requested) to provide CFC a perfected security interest, subject to Permitted
Encumbrances, in the Mortgaged Property which may be perfected by the filing of a financing
statement, all in accordance with applicable law, and the Borrower shall have paid all applicable
taxes, recording and filing fees and caused satisfactory evidence thereof to be furnished to CFC.

G. Requisitions. The Borrower will requisition each Advance by submitting its written
requisition to CFC in the form attached as Exhibit A hereto. Requisitions for Advances shall be made
only for the purposes set forth in Schedule 1 hereto.

H. Dther Information. The Borrower shall have furnished such other information as
CFC may reasonably require, including but not limited to (i) information regarding the specific
purpose for an Advance and the use thereof, (ii) feasibility studies, cash flow projections, financial
analyses and pro forma f inancial statements suff icient to demonstrate to CFC's reasonable
satisfaction that after giving effect to the Advance requested, the Borrower shall continue to achieve
the DSC ratio set forth in Section 5.01.A herein, to meet all of its debt service obligations, and
otherwise to perform and to comply with all other covenants and conditions set forth in this
Agreement, and (iii) any other information as CFC may reasonably request. CFC's obligation to
make any Advance hereunder is conditioned upon prior receipt and approval of the Borrowers
written requisition and other information and documentation, if any, as CFC may have requested
pursuant to this paragraph.

I. Issuance of Bonds. CFC shall have issued CREBs in an amount not less than the
CFC Commitment.

J. CREB Allocation. CFC shall have received an allocation in the amount of the CFC
Commitment from the U.S. Department of Treasury for the Borrowers Project under its Securities
program.

K. Tax Credit ineligibility. There shall have occurred no Determination of Tax Credit
ineligibility with regard to the Borrower or the Project.

L. Bring Down Certificate. Two (2) Business Days prior to the Closing Date, the
Borrower shall furnish CFC with a certificate of an Authorized Officer of the Borrower in the form of
Exhibit B hereto, certifying that all of the representations and warranties set forth in Article Il.hereof
are true on the Closing Date.

ARTICLE v

COVENANTS

Section 5.01 Affirmative Covenants. The Borrower covenants and agrees with CFC that
until payment in full of the Note and performance of all obligations of the Borrower hereunder

A. Financial Ratios, Design of Rates. The Borrower shall achieve an Average DSC
Ratio of not less than 1.35. The Borrower shall not decrease its rates for electric service if it has
failed to achieve a DSC Ratio of 1.35 for the calendar year prior to such reduction subject only to an
order from a Governmental Authority properly exercising jurisdiction over the Borrower.

B. Loan Proceeds. The Borrower shall use the proceeds of this Loan solely for the
purposes identified on Schedule 1 hereto.
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C. Notice. The Borrower shall promptly notify CFC in writing of:

(i) any material adverse change in the business, operations, prospects, assets, liabilities
or financial condition of the Borrower,

(ii) the institution or threat of any litigation or administrative proceeding of any nature
involving the Borrower which could materially affect the business, operations, prospects, assets,
liabilities or financial condition of the Borrower,

(iii) the occurrence of an Event of Default hereunder, or any event that, with the giving of
notice or lapse of time, or both, would constitute an Event of Default.

D. Default Notices. Upon receipt of any notices with respect to a default by the
Borrower under the terms of any evidence of any indebtedness with parties other than CFC or of any
loan agreement, mortgage or other agreement relating thereto, the Borrower shall deliver copies of
such notice to CFC.

E. Annual Certificates.

(i) W ithin one hundred twenty (120) days af ter the close of  each calendar year,
commencing with the year in which the initial Advance hereunder shall have been made, the
Borrower will deliver to CFC a written statement, in form and substance satisfactory to CFC, signed
by the Borrower's General Manager or Chief Executive Officer, stating that during such year, and that
to the best of said person's knowledge, the Borrower has fulfilled all of its obligations under this
Agreement, the Project Agreement, the Note, and the Mortgage throughout such year or, if there has
been a default in the fulfillment of any such obligations, specifying each such default known to said
person and the nature and status thereof.

(ii) The Borrower shall deliver to CFC within one hundred twenty (120) days of CFC's
written request, which shall be no more frequently than once every year, a certification, in form and
substance satisfactory to CFC, regarding the condition of the Mortgaged Property prepared by a
professional engineer satisfactory to CFC. The Borrower shall also deliver to CFC such other
information as CFC may reasonably request from time to time.

F. Loan Capital Term Certificate Purchase. The Bon'ower will purchase LCTCs, if
required, in an amount calculated pursuant to CFC's policies of general application and shall pay for
such LCTCs as required thereby. CFC's policies with respect to such LCTCs are set forth in
Schedule 1. ,

G. Financial Books; Financial Reports; Right of Inspection. The Borrower will at all
times keep, and safely preserve, proper books, records and accounts in which full and true entries
will be made of all of the dealings, business and affairs of the Borrower, in accordance with
Accounting Requirements. When requested by CFC, the Borrower will prepare and furnish CFC
from time to time, periodic financial and statistical reports on its condition and operations. All of such
reports shall be in such form and include such information as may be specified by CFC. within one
hundred twenty (120) days of the end of each calendar year during the term hereof, the Borrower
shall furnish to CFC a full and complete report of its f inancial condition and statement of its
operations as of the end of such calendar year, in form and substance satisfactory to CFC. in
addition, within one hundred twenty (120) days of the end of each the Borrower's fiscal years during
the term hereof, the Borrower shall furnish to CFC a full and complete consolidated and consolidating
report of its financial condition and statement of its operations as of the end of such fiscal year,
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audited and certified by independent certified public accountants nationally recognized or otherwise
satisfactory to CFC and accompanied by a report of such audit in foml and substance satisfactory to
CFC, including without limitation a consolidated and consolidating balance sheet and the related
consol idated and consol idat ing statements of  income and each f low. CFC, through i ts
representatives, shall at all times during reasonable business hours and upon prior notice have
access to, and the right to inspect and make copies of, any or all books, records and accounts, and
any or all invoices, contracts, leases, payrolls, canceled checks, statements and other documents
and papers of every kind belonging to or in the possession of the Borrower or in anyway pertaining to
its property or business.

H. Notice of Additional Secured Debt. The Borrower will notify CFC promptly in writing
if it incurs any additional secured indebtedness other than indebtedness to CFC or indebtedness
otherwise provided for in the Mortgage.

I. Funds Requisition. The Borrower agrees (i) that CFC may rely conclusively upon the
written 'instructions submitted to CFC in the Borrowers written request for an Advance hereunder,
(ii) that such instructions shall constitute a covenant under this Agreement to repay the Advance in
accordance with such instructions, the applicable Note, the Mortgage, the Project Agreement and
this Agreement, and (iii) to request Advances only for the purposes set forth in Schedule 1 hereto.

J. Compliance With Laws. The Borrower and each Subsidiary shall remain in
compliance, in all material respects, with all applicable requirements of law and applicable rules and
regulations of each Governmental Authority.

K. Taxes. The Borrower shall pay, or cause to be paid all taxes, assessments or
governmental charges lawfully levied or imposed on or against it and its properties prior to the time
they become delinquent, except for any taxes, assessments or charges that are being contested in
good faith and with respect to which adequate reserves as determined in good faith by the Borrower
have been established and are being maintained.

L. Further Assurances. The BoiTower shall execute any and all further documents,
financing statements, agreements and instruments, and take all such further actions (including the
filing and recording of financing statements, fixture filings, mortgages, deeds of trust and other
documents), which may be required under any applicable law, or which CFC may reasonably
request, to effectuate the transactions contemplated by the Loan Documents or to grant, preserve,
protect or perfect the Liens created or intended to be created thereby. The Borrower also agrees to
provide to CFC, from time to time upon request, evidence reasonably satisfactory to CFC as to the
perfection and priority of the Liens created or intended to be created by the Loan Documents.

M. Environmental Covenants. Borrower shall:

(i) at its own cost, comply in all material respects with all applicable Environmental Laws,
including, but not limited to, any required remediation, and

(ii) i f  i t  receives any written communication al leging Borrower's v iolation of  any
Environmental Law, provide CFC with a copy thereof within ten (10) Business Days after receipt, and
promptly take appropriate action to remedy, cure, defend, or otherwise affirmatively respond to the
matter.

N. Limitations on Loans, Investments and Other Obligations. The aggregate amount
of all purchases, investments, loans, guarantees, commitments and other obligations described in
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Section 5.02.D(i) of this Agreement shall at all times be less than fifteen percent (15%) of Total Utility
Plant or fifty percent (50%) of Equity, whichever is greater.

O. Tax Status of the CREBs. The Borrower shall utilize the Project or cause it to be
utilized as provided in the Project Agreement until the CREB Maturity Date. No use will be made of
the proceeds of the CREBS other than as set forth herein and in the Project Agreement and no
changes will be made in the Project or in the operation or beneficial use thereof (including, without
limiting the generality of the foregoing, the use of the Project by the Borrower or any related person)
without an opinion of Bond Counsel that such a use or change will not adversely affect the eligibility
of the CREBs to qualify for a tax credit for the owner thereof, for federal income tax purposes. The
Bon'ower agrees and warrants that it will not take or authorize or permit any action to be taken and
has not taken or authorized or permitted any action to be taken and will not fail to take any action to
comply with the Project Agreement which adversely affects the eligibility of the CREBs to qualify for a
tax credit for the owner thereof, for federal income tax purposes. This agreement and warranty shall
survive the termination of this Agreement.

P. Completion Certificate. The Borrower shall submit to CFC within 30 days after the
completion of the Project, a Completion Certificate signed by an Authorized Officer of the Borrower.

Q. Termination Certificate. If the Borrower determines that the Project will not be
completed as described in Section 5.01.P above, then the Borrower shall submit to CFC a
Termination Certificate, within 30 days of a determination that:

(i)
Project, and

no further acquisition, construction or installation will occur with respect to the

(ii) the Borrower does not intend to make any further Advances.

R. Other Information. The Borrower shall furnish such other information as CFC may
reasonably require relating to the Project.

Section 5.02 Negative Covenants. The Borrower covenants and agrees with CFC that until
payment in full of the Note and performance of all obligations of the Borrower hereunder, the
Borrower will not, directly or indirectly, without CFC's prior written consent:

A. Limitations on Mergers. Consolidate with, merge, or sell all or substantially all of its
business or assets, or enter into an agreement for such consolidation, merger or sale, to another
entity or person unless such action is either approved, as is evidenced by the prior written consent of
CFC, or the purchaser, successor or resulting corporation is or becomes a member in good standing
of  CFC and assumes the due and punctual payment of  the Note and the due and punctual
performance of the covenants contained in the Mortgage and this Agreement.

B. Limitations on Sale, Lease or Transfer of Capital Assets; Application of
Proceeds. Sell, lease or transfer (or enter into an agreement to sell, lease or transfer) any capital
asset, except in accordance with this Section 5.02.B. If no Event of Default (and no event which with
notice or lapse of time and notice would become an Event of Default) shall have occurred and be
continuing, the Borrower may, without the prior written consent of CFC, sell, lease or transfer (or
enter into an agreement to sell, lease or transfer) any capital asset in exchange for fair market value
consideration paid to the Borrower if the value of such capital asset is less than five percent (5%) of
Total Utility Plant and the aggregate value of capital assets sold, leased or transferred in any 12-
month period is less than ten percent (10%) of Total Utility Plant.
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c. Limitation on Dividends, Patronage Refunds and Other Distributions.

(i) Make Distributions in any calendar year if, after giving effect to the Distribution, the total
Equity of the Borrower will be less than twenty percent (20%) of its Total Assets.

(ii) If, after giving effect to the Distribution, the total Equity of the Borrower will be less than
twenty percent (20%) of its Total Assets, then the Borrower may nevertheless make Distributions of
up to thirty percent (30%) of its total margins for the preceding calendar year.

(iii) Notwithstanding anything to the contrary in subparagraphs (i) and (ii) above, the Borrower
shall not make any Distribution without the prior written consent of CFC if an Event of Default under
this Agreement has occurred and is continuing.

D. Limitations on Loans, Investments and Other Obligations.

(i) (a) Purchase, or make any commitment to purchase, any stock, bonds, notes, debentures,
or other securities or obligations of or beneficial interests in, (b) make, or enter into a commitment to
make, any other investment, monetary or otherwise, in, (c) make, or enter into a commitment to
make, any loan to, or (d) guarantee, assume, or otherwise become liable for, or enter into a
commitment to guarantee, assume, or otherwise become liable for, any obligation of any Person if,
after giving effect to such purchase, investment, loan, guarantee or commitment, the aggregate
amount thereof would exceed the greater of fifteen percent (15%) of Total Utility Plant or fifty percent
(50%) of Equity.

(ii) The following shall not be included in the limitation of purchases, investments, loans and
guarantees in (i) above: (a) bonds, notes, debentures, stock, or other securities or obligations issued
by or guaranteed by the United States or any agency or instrumentality thereof, (b) bonds, notes,
debentures, stock, commercial paper, subordinated capital certificates, or any other security or
obligation issued by CFC or by institutions whose senior unsecured debt obligations are rated by at
least two nationally recognized rating organizations in either of their two highest categories, (c)
investments incidental to loans made by CFC, (d) any deposit that is fully insured by the United
States, (e) loans and grants made by any Governmental Authority to the Borrower under any rural
economic development program, but only to the extent that such loans and grants are non-recourse
to the Borrower, and (f) unretired patronage capital allocated to the Borrower by CFC, a cooperative
from which the Borrower purchases electric power, or a statewide cooperative association of which
Borrower is a member.

(iii) In no event may the Bon'ower take any action pursuant to subsection (i) if an Event of
Default under this Agreement has occurred and is continuing,

E. Organizational Change. Change its type of organization or other legal structure,
except as permitted by Section 5.02.A. hereof, in which case the Borrower shall provide at least 30
days prior written notice to CFC together with all documentation reflecting such change as CFC may
reasonably require.

F. Notice of Change in Borrower Information. Change its (i) state of incorporation, (i)
legal name, (iii) mailing address, or (iv) organizational identification number, if it has one, unless the
Borrower provides written notice to CFC at least thirty (30) days prior to the effective date of any
such change together with all documentation reflecting any such change as CFC may reasonably
require.
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ARTICLE VI

EVENTS OF DEFAULT

Seetion 6.01 The following shall be "Events of Default" under this Agreement:

A. Representations and Warranties. Any representation or warranty made by the
Borrower herein, or in any of the other Loan Documents, or in any certificate or financial statement
furnished to CFC hereunder or under any of the other Loan Documents shall prove to be false or
misleading in any material respect.

B. Payment. The Borrower shal l  fai l  to pay (whether upon stated maturi ty, by
acceleration, or otherwise) any principal, interest, premium (if any) or other amount payable under
the Note and the Loan Documents within five (5) Business Days after the due date thereof.

c. Other Covenants.

(i) No Grace Period. Failure of the Borrower to observe or perform any covenant
or agreement contained in the Project Agreement or in Sections 5.01 .A, 5.01.B,
5.01.D, 5.01.E, 5.01.G, 5.01.|, 5.01.n, 5.01.0 and 5.02 of this Agreement.

(ii) Thirty Day Grace Period. Failure of the Borrower to observe or perform any
other covenant or agreement contained in this Agreement or any of the other Loan
Documents, which shall remain unremedied for thirty (30) calendar days after written
notice thereof shall have been given to the Borrower by CFC.

D. Legal Existence, Permits and Licenses. The Borrower shall forfeit or otherwise be
deprived of (i) its authority to conduct business in the jurisdiction in which it is organized or in any
other jurisdiction where such authority is required in order for the Borrower to conduct its business in
such jurisdiction or (ii) permits, easements, consents or licenses required to carry on any material
portion of its business.

E. Other CFC Obligations. The Borrower shal l  be in breach or default of  any
Obligation, which breach or default continues uncured beyond the expiration of any applicable grace
period.

F. Other Obligations. The Borrower shall (i) fail to make any payment of any principal,
premium or any other amount due or interest on any indebtedness with parties other than CFC which
shall remain unpaid beyond the expiration of any applicable grace period, or (ii) be in breach or
default with respect to any other term of any evidence of any other indebtedness with parties other
than CFC or of any loan agreement, mortgage or other agreement relating thereto which breach or
default continues uncured beyond the expiration of any applicable grace period, if the effect of such
failure, default or breach is to cause the holder or holders of that indebtedness to cause that
indebtedness to become or be declared due prior to its stated maturity (upon the giving or receiving
of notice, lapse of time, both or otherwise).

G. Involuntary Bankruptcy. An involuntary case or other proceeding shal l  be
commenced against the Borrower seeking liquidation, reorganization or other relief with respect to it
or its debts under bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the
appointment of a trustee, receiver, liquidator, custodian or other similar official of it or any substantial
part of its property and such involuntary case or other proceeding shall continue without dismissal or
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stay for a period of sixty (60) days, or an order for relief shall be entered against the Borrower under
the federal bankruptcy laws or applicable state law as now or hereafter in effect.

H. Insolvency. The Borrower shall commence a voluntary case or other proceeding
seeking liquidation, reorganization or other relief with respect to itself or its debts under any
bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the appointment of a
trustee, receiver, liquidator, custodian or other similar official of it or any substantial part of its
property, or shall consent to any such relief or to the appointment of or taking possession by any
such official in an involuntary case or proceeding commenced against it, or shall make a general
assignment for the benefit of creditors, or shall admit in writing its inability to, or be generally unable
to, pay its debts as they become due, or shall take any action to authorize any of the foregoing.

I. Dissolution or Liquidation. Other than as provided in subsection H. above, the
dissolution or liquidation of the Borrower, or failure by the Borrower promptly to forestall or remove
any execution, garnishment or attachment of such consequence as will impair its ability to continue
its business or fulfill its obligations and such execution, garnishment or attachment shall not be
vacated within sixty (60) days. The term "dissolution or liquidation of the Borrower", as used in this
subsection, shall not be construed to include the cessation of the corporate existence of the Borrower
resulting either from a merger or consolidation of the Bon'ower into or with another corporation
following a transfer of all or substantially all its assets as an entirety, under the conditions set forth in
Section 5.02.A.

J. Material Adverse Change. Any material adverse change in the business or
condition, financial or otherwise, of the Borrower.

K. Monetary Judgment. The Borrower shall suffer any money judgment not covered by
insurance, writ or waiTant of attachment or similar process involv ing an amount in excess of
$100,000 and shall not discharge, vacate, bond or stay the same within a period of sixty (60) days.

L. Nonmonetary Judgment. One or more nonmonetary judgments or orders (including,
without limitation, injunctions, writs or warrants of attachment, garnishment, execution, distrait,
replevin or similar process) shall be rendered against the Borrower that, either individually or in the
aggregate, could reasonably be expected to have a material adverse effect upon the business,
operations, prospects, assets, liabilities or financial condition of the Borrower.

ARTICLE VII

REMEDIES

Section 7.01 If any of the Events of Default listed in Section 6 hereof shall occur after the
date of this Agreement and shall not have been remedied within the applicable grace periods
specified therein, then CFC may:

(i)

(ii)

Cease making Advances hereunder,

Declare all unpaid principal outstanding on the Note, all accrued and unpaid interest
thereon, and all other Obligations to be immediately due and payable and the same
shall thereupon become immediately due and payable without presentment, demand,
protest or notice of any kind, all of which are hereby expressly waived,
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(iii) Exercise rights of setoff or recoupment and apply any and all amounts held, or hereby
held, by CFC or owed to the Borrower or for the credit or account of the Borrower
against any and all of the Obligations of the Borrower now or hereafter existing
hereunder or under the Note, including, but not l imited to, patronage capital
allocations and retirements, money due to BolTower from equity certificates purchased
from CFC, and any membership or other fees that would otherwise be returned to
Borrower but excluding any LCTCs purchased by the Borrower pursuant to this
Agreement. The rights of CFC under this section are in addition to any other rights
and remedies (including other rights of setoff or recoupment) which CFC may have.
The Borrower waives all rights of setoff, deduction, recoupment or counterclaim,

(iv) Pursue all rights and remedies available to CFC that are contemplated by the
Mortgage and the other Loan Documents in the manner, upon the conditions, and with
the effect provided in the Mortgage and the other Loan Documents, including, but not
limited to, a suit for specific performance, injunctive relief or damages,

(v) Pursue any other rights and remedies available to CFC at law or in equity.

Nothing herein shall limit the right of CFC to pursue all rights and remedies available to a creditor
following the occurrence of an Event of Default. Each right, power and remedy of CFC shall be
cumulative and concurrent, and recourse to one or more rights or remedies shall not constitute a
waiver of any other right, power or remedy.

ARTICLE VIII

MISCELLANEOUS

Section 8.01 Notices. All notices, requests and other communications provided for herein
including, without limitation, any modifications of, or waivers, requests or consents under, this
Agreement shall be given or made in writing (including, without limitation, by telecopy) and delivered
to the intended recipient at the "Address for Notices" specified below, or, as to any party, at such
other address as shall be designated by such party in a notice to each other party. All such
communications shall be deemed to have been duly given (i) when personally delivered including,
without limitation, by overnight mail or courier service, (ii) in the case of notice by United States mail,
certified or registered, postage prepaid, return receipt requested, upon receipt thereof, or (iii) in the
case of notice by telecopy, upon transmission thereof, provided such transmission is promptly
confirmed by either of the methods set forth in clauses (i) or (ii) above in each case given or
addressed as provided for herein. The Address for Notices of each of the respective parties is as
follows:

National Rural Utilities Cooperative Finance Corporation
2201 Cooperative Way
Herndon, Virginia 20171-3025
Attention: Senior Vice President - Member Services
Fax # 703-709-6776

The Borrower:

The address set forth in
Schedule 1 hereto
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Section 8.02 Expenses. Borrower shall reimburse CFC for any reasonable costs and
out-of-pocket expenses paid or incurred by CFC (including, without limitation, reasonable fees and
expenses of outside attorneys, paralegal and consultants) for all actions CFC takes, (a) to enforce
the payment of any Obligation, to effect collection of any Mortgaged Property, or in preparation for
such enforcement or collection, (b) to institute, maintain, preserve, enforce and foreclose on CFC's
security interest in or Lien on any of the Mortgaged Property, whether through judicial proceedings or
otherwise, (c) to restructure any of the Obligations, (d) to review, approve or grant any consents or
waivers hereunder, (e) to prepare, negotiate, execute, deliver, review, amend or modify this
Agreement, (f ) to prepare, negotiate, execute, deliver, rev iew, amend or modify any other
agreements, documents and instruments deemed necessary or appropriate by CFC in connection
with any of  the foregoing, and (g) to obtain any opinions required to be furnished upon a
Determination of Tax Credit ineligibility and an extraordinary prepayment as set forth in Section 3.04
hereof or a rescission of excess money as set forth in Section 3.05 or a cancellation of excess
moneys as set forth in Section 3.06.

The amount of all such expenses identified in this Section 8.02 shall be secured by the
Mortgage and shall be payable upon demand, and if not paid, shall accrue interest at the Default
Rate.

Section 8.03 Late Payments. If payment of any amount due hereunder is not received at
CFC's office in Herndon, Virginia, or such other location as CFC may designate to the Borrower
within five (5) Business Days after the due date thereof, the Borrower will pay to CFC, in addition to
all other amounts due under the terms of the Loan Documents, any late payment charge as may be
fixed by CFC from time to time pursuant to its policies of general application as in effect from time to
time.

Section 8.04. Non-Business Day Payments. If any payment to be made by the Borrower
hereunder shall become due on a day which is not a Business Day, such payment shall be made on
the next succeeding Business Day and such extension of time shall be included in computing any
interest in respect of such payment.

Section 8.05 Filing Fees. To the extent permitted by law, the Borrower agrees to pay all
expenses of CFC (including the reasonable fees and expenses of its counsel) in connection with the
filing, registration, recordation or perfection of the Mortgage and any other security instruments as
may be required by CFC in connection with this Agreement, including, without limitation, all
documentary stamps, recordation and transfer taxes and other costs and taxes incident to execution,
filing, registration or recordation of any document or instrument in connection herewith. The Borrower
agrees to save harmless and indemnify CFC from and against any liability resulting from the failure to
pay any required documentary stamps, recordation and transfer taxes, recording costs, or any other
expenses incurred by CFC in connection with this Agreement. The provisions of this subsection shall
survive the execution and delivery of this Agreement and the payment of all other amounts due under
the Loan Documents.

Section 8.06 Waiver; Modification. No failure on the part of CFC to exercise, and no delay
in exercising, any right or power hereunder or under the other Loan Documents shall operate as a
waiver thereof, nor shall any single or partial exercise by CFC of any right hereunder, or any
abandonment or discontinuance of steps to enforce such right or power, preclude any other or further
exercise thereof or the exercise of any other right or power. No modification or waiver of any
provision of this Agreement, the Note or the other Loan Documents and no consent to any departure
by the Borrower therefrom shall in any event be effective unless the same shall be in writing by the
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party granting such modification, waiver or consent, and then such modification, waiver or consent
shall be effective only in the specific instance and for the purpose for which given.

SECTION 8.07
JURY TRIAL.

GOVERNING LAW; SUBMISSION TO JURISDICTION; WAIVER OF

(A) THE PERFORMANCE AND CONSTRUCTION OF THIS AGREEMENT AND THE NOTE
SHALL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE
COMMONWEALTH OF VIRGINIA.

(B) THE BORROWER HEREBY SUBMITS TO THE NON-EXCLUSIVE JURISDICTION OF
THE UNITED STATES COURTS LOCATED IN VIRGINIA AND OF ANY STATE COURT SO
LOCATED FOR PURPOSES OF ALL LEGAL PROCEEDINGS ARISING OUT OF OR RELATING
TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY. THE BORROWER
IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY
OBJECTIONS THAT IT MAY NOW OR HEREAFTER HAVE TO THE ESTABLISHING OF THE
VENUE OF ANY SUCH PROCEEDINGS BROUGHT IN SUCH A COURT AND ANY CLAIM THAT
ANY SUCH PROCEEDING HAS BEEN BROUGHT IN AN INCONVENIENT FORUM.

(C) THE BORROWER AND CFC EACH HEREBY IRREVOCABLY WAIVES, TO THE
FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY AND ALL RIGHT TO TRIAL BY
JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT
OR THE TRANSACTIONS CONTEMPLATED HEREBY.

SECTION 8.08 INDEMNIFICATION. THE BORROWER HEREBY INDEMNIFIES AND
AGREES TO HOLD HARMLESS, AND DEFEND CFC AND ITS MEMBERS, DIRECTORS,
OFFICERS, EMPLOYEES, AGENTS, ATTORNEYS AND REPRESENTATIVES (EACH AN
"INDEMNITEE") FOR, FROM, AND AGAINST ALL CLAIMS, DAMAGES, LOSSES, LIABILITIES,
COSTS, AND EXPENSES (INCLUDING, WITHOUT LIMITATION, COSTS AND EXPENSES OF
LITIGATION AND REASONABLE ATTORNEYS' FEES) ARISING FROM ANY CLAIM OR DEMAND
IN RESPECT OF THIS AGREEMENT AND THE OTHER LOAN DOCUMENTS, THE MORTGAGED
PROPERTY, OR THE TRANSACTIONS DESCRIBED IN THIS AGREEMENT AND THE OTHER
LOAN DOCUMENTS AND ARISING AT ANY TIME, WHETHER BEFORE OR AFTER PAYMENT
AND PERFORMANCE OF ALL OBLIGATIONS UNDER THIS AGREEMENT AND THE OTHER
LOAN DOCUMENTS IN FULL, EXCEPTING ANY SUCH MATTERS ARISING SOLELY FROM THE
GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF CFC OR ANY INDEMNITEE INCLUDE-NG
WITHOUT LIMITATION ANY DETERMINATION MADE OR OTHER ACTION TAKEN BY CFC
PURSUANT TO SECTIONS 3.04, 3.05 and 3.06 OF THIS AGREEMENT. NOTWITHSTANDING
ANYTHING TO THE CONTRARY CONTAINED IN SECTION 8.10 HEREOF, THE OBLIGATIONS
IMPOSED UPON THE BORROWER BY THIS SECTION SHALL SURVIVE THE REPAYMENT OF
THE NOTE, THE TERMINATION OF THIS AGREEMENT AND THE TERMINATION OR RELEASE
OF THE LIEN OF THE MORTGAGE.

Section 8.09 Complete Agreement. This Agreement, together with the schedules to this
Agreement, the Note and the other Loan Documents, and the other agreements and matters referred
to herein or by their terms referring hereto, is intended by the parties as a final expression of their
agreement and is intended as a complete statement of the terms and conditions of their agreement.
In the event of any conflict in the terms and provisions of this Agreement and any other Loan
Documents, the terms and provisions of this Agreement shall control.

4
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Section 8.10 Survival; Successors and Assigns. All covenants, agreements,
representations and warranties of the Borrower which are contained in this Agreement shalt survive
the execution and delivery to CFC of the Loan Documents and the making of the Loan hereunder
and shalt continue In full force and effect until all of the obligations under the Loan Documents have
been paid in full. All covenants, agreements, representations and warranties of the Borrower which
are contained in this Agreement shall inure to the benefit of the successors and assigns of CFC. The
Borrower shall not have the right to assign its rights or obligations under this Agreement without the
prior written consent of CFC, except as provided in Section 5.02.A hereof.

Section 8.11 Use of Terms. The use of the singular herein shall also refer to the plural, and
vice versa.

Section 8.12 Headings. The headings and sub-headings contained in this Agreement are
intended to be used for convenience only and do not constitute part of this Agreement.

Section 8.13 Severability. If any term, provision or condition, or any part thereof, of this
Agreement, the Note or the other LoaN Documents shall for any reason be found or held invalid or
unenforceable by any governmental agency or court of competent jurisdiction, such invalidity or
unenforceability shall not affect the remainder of such term, provision or condition nor any other term,
provision or condition, and this Agreement, the Note and the other Loan Documents shall survive and
be construed as if such invalid or unenforceable term, provision or condition had not been contained
therein.

Section 8.14 Binding Effect. This Agreement shall become effective when it shall have
been executed by both the Borrower and CFC and thereafter shall be binding upon and inure to the
benefit of the Borrower and CFC and their respective successors and assigns.

Section 8.15 Counterparts. This Agreement may be executed in one or more counterparts,
each of which will be deemed an original and all of which together will constitute one and the same
document. Signature pages may be detached from the counterparts and attached to a single copy of
this Agreement to physically form one document.

Section 8.16 Disclosure. This Agreement and any other Loan Document may be shared
by CFC with such Persons as shall be required in order to facilitate the issuance of the CREBS,
including, but not limited to, its attorneys, underwriters and investors in the CREBs.

Section 8.11 Schedule 1. Schedule 1 attached hereto is an integral part of this Agreement,
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed
as of the day and year first above written.

(SEAL)

SULPHUR SPRINGS VALLEY
ELECTRIC COOPERATIVE, INC.

9~ .By: 4
\Mn

1

Title: lO**S 4 9 / 0 7 -

Angst;
-Secretary-°°'

CHEDEN w. HUBER
CHIEF EXECUTIVE OFFICER

NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE CORPORATION

(SEAL)

By:
Assistant Secretary-Treasurer

MARIANNE L DUSOLD

Attest:
Asséiirft Secretary~Treasurer

CRAIG COLANTONI

CFC LOANAG
AZ014-A-9036-CB001 (JABLONJ)
117562-2

III IIIII



LOAN NUMBER AMOUNTt
AZ014-A-9036-CB001I $280,000.00

¢

25

6

SCHEDULE 1

The purpose of this loan is to finance (i) the reimbursement of the cost of the Project of the
Borrower, including any reasonable costs and expenses incurred by the Borrower in
connection with financing the Project, as described and permitted by the terms of the Project
Agreement and (ii) a portion of CFC's costs in issuing the CREBs as set forth in Section
3.02.A.

The Project of the Borrower being financed by the Loan (funded by proceeds of the CREBs)
constitutes the following clean renewable energy facilities:

Cochise Elementary District Photovoltaic Solar Automobile Parking Shade Structure

This project will place a photovoltaic module that will produce 23 kW of electricity in the shade
structure at the Cochise Elementary School. The PV structure will provide electricity to the
school with excess power flowing to the Borrowers system.

Subject to the terms of this Agreement, CFC has agreed to loan to the Borrower from
proceeds of the CREBs, an amount not to exceed $280,000.00 (the "CFC Commitment").

Draw Period shall mean the period beginning on the Closing Date and ending on the date that
is five (5) years thereafter.

The Borrower shall not purchase the LCTCs or any portion thereof with funds from the Loan.
The Borrower shall use its own funds or funds borrowed under another credit facility to
purchase such LCTCs, subject to the CFC policies regarding LCTCs set forth in the following
paragraph.

CFC Policies Regarding LCTCs: (i) Any solvent Member of CFC with an outstanding LCTC
purchased in connection with a loan from the proceeds of Securities may borrow the
outstanding amount of the LCTC from CFC without a further credit review, for a term equal to
or shorter than the maturity of the LCTC at a rate equal to the comparable rate charged by
CFC for similarly classified loans, and (ii) any Member of CFC with an outstanding LCTC
purchased in connection with a loan from the proceeds of Securities may sell such LCTC to
another Member of CFC for consideration.

6. The Mortgage shall mean the Restated Mortgage and Security Agreement, dated as of
December 6, 2007, between the Borrower and CFC, as it may have been supplemented,
amended, consolidated, or restated from time to time.

The Note executed pursuant hereto is as follows:

The Subsidiaries of the Borrower referred to in Section 2.01 .B. are: None

The date of the Borrower's balance sheet referred to in Section 2.01 ,H is June 30, 2006.

10. The Borrower's exact legal name is: Sulphur Springs Valley Electric Cooperative, Inc.
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11.

12.

The Borrower's organizational type is: Corporation

The Borrower is organized under the laws of the state of: Arizona

13. The Borrower's organizational identification number is: 0038220-2

14. The place of business or, if more than one, the chief executive office of the Borrower referred
to in Section 2.01 .I is 311 East Wilcox, Sierra vista, Arizona 85635.

15. The Governmental Authority referred to in Section 2.01.J. is: Arizona Corporation
Commission

16. The address for notices to the Borrower referred to in Section 8.01 is 311 East Wilcox,
Sierra Vista, Arizona 85635, Attention: General Manager, Fax: (520) 384-5223.
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Exhibit A - Funds Requisition Statement

Borrower Name & ID: Sulphur Springs Valley Electric Cooperative, Inc. (AZ014)
Loan Number: AZ014-A~9036-CB001
Loan Agreement and Project Agreement with CFC dated:
CREBs Series: 2008A
CFC CREBs Application #2 6
Name of Project: Cochise Elementary District Photovoltaic Solar Automobile Parking Shade Structure
Funds Requisition Statement No.:

Amount Requested:
Date Of Advance:

Disposition of Funds (wiring instructions):

Certification

Acting on behalf of the Borrower, I hereby certify that as of the date below: (1) I am duly
authorized to make this certification and to request funds on the terms specified herein,
(2) the Borrower has met all of the conditions contained in the Loan Agreement and the
Project Agreement listed above governing the terms of this Advance that the Borrower is
required ro meet prior to an Advance of funds, (3) all of the representations and warranties
contained in said Loan Agreement and Project Agreement are true and will continue to be
true upon use of the funds as hereby requested, (4) no Event of Default, under the Loan
Agreement or the Borrower's Mortgage, has occurred and is continuing, (5) I know of no
other event that has occurred which, with the lapse of time and/or notification to CFC of such
event, or after giving effect to this Advance, would become an Event of Default under the
Loan Agreement or the Borrower's Mortgage, (6) the funds requested herein will be used
only as a reimbursement for the purposes specified in the Loan Agreement and the Project
Agreement, (7)the costs to be reimbursed by the funds requested herein are capital
expenditures and have not previously been reimbursed under a previous Funds Requisition
Statement, (8) the Borrower has secured sufficient funds to complete the Project, (9) any
necessary permits and approvals required for the Project at this point have been obtained,
(10) the Borrower is maintaining a file containing true and correct copies of invoices or bills
of sale covering all items for which payment is sought by this request, (11 ) such costs have
been incurred and paid by the Borrower in connection with the Project, (12) the Borrower is
not using the funds requested hereby to make any payments of principal or interest due
under the Loan Agreement; (13) no expenditure which is being reimbursed by the funds
requested hereby was paid more than eighteen months after the later of (i) the date the
expenditure is paid or (ii) the date the Project is placed in service, but in no event later than
three years after the date the original expenditure was paid, and (14) set forth below is a
table listing all of the major components of the Project, how much is being requested in this
Funds Requisition Statement as an advance for certain components, how much has been
advanced on each component to date, the percentage of each component that is completed
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to date, and the purpose of the advance(s) being requested by this Funds Requisition
Statement.

I hereby authorize CFC, for and on behalf of the Borrower, to forward this Funds Requisition
Statement to the Trustee for disbursement of the Advance from the Project Account relating
to the above Loan to the Borrower on the following terms, and hereby acknowledge and
agree that such terms shall be binding upon Borrower under the provisions of the Loan
Agreement governing this Advance:

certified By:

Signature Date Title of Authorized Officer

PLEASE FAX TO 703-709-6776 ATTN : , Associate Vice President

APPROVED:

NATIONAL RURAL UTILITIES COOPERATIVE FINANCE CORPORATION

By:
Title:
Date:
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EXHIBIT B

BRING-DOWN CERTIFICATE
OF

BORROWER

T h e  u n d e rs i g n e d , ,  d u l y  q u a l i f i e d  o f f i c e r s  o f  S U L P H U R  S P R I N G S
V A L L E Y  E L E C T R I C  C O O P E R A T I V E ,  I N C .  ( t h e "Borrower") , an Ar i zona corpora t i on ,  hereby cer t i f y
as fol lows:

1 . T he  f o l l ow i ng  docum en t s  have  been  du l y  execu t ed ,  and  de l i ve red  o r  accep t ed  i n  t he
name and on behal f  o f  the Borrower by the author ized of f i cer or of f i cers of  the Borrower pursuant  to ,
and in fu l l  compl iance wi th,  authori ty granted by the Board of  TrusteeslDi rectors of  the Borrower:

DOCUMENT DATE OTHER PARTY OR PARTIES

Loan Agreement  ( t he
"Agreement " )

1 2 0 0 Nat ional  Rural  Ut i l i t ies Cooperat ive
F inance Corpora t i on ( "CFC" )

Project  Agreement  ( the ' P ro j ec t
Agreement " )

1 2 0 0_

Note ( the "Note" ) 2 o 0

2. Each o f  t he  representa t i ons and warrant i es  o f  t he  Borrower i n  t he  Loan Agreement  and
the Project  Agreement  are t rue and correct  on and as of  the date hereof  ( the "Closing Date"), and the
Borrower has compl ied w i th  a l l  agreements and sat i s f i ed a l l  condi t i ons on i t s  par t  t o  be observed or
sat isf ied thereunder at  or prior to the Closing Date.

In WITNESS WHEREOF,  the unders igned have hereunto set  thei r  s ignatures th is
,  2008.

day  o f

S U L P H U R  S P R I N G S  V A L L E Y  E L E C T R I C
C O O P E R A TI V E ,  I N C .

B y
Ti t le:

B y
Ti t le:
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A2014-A-9035-cB001 (JABLONJ)
117562-2

. 9

111-11 I I I'll I Lu II II



EXHIBIT c

COMPLETION CERTIFICATE

BORROWER

P u r s u a n t  t o  t h e  L o a n  A g r e e m e n t  d a t e d  a s  o f b y  a n d  b e t w e e n  S U L P H U R
SPR I N G S VALLEY  ELEC TR I C  C O O PER ATI VE ,  I N C .  ( t he  "Bo r row er " )  and  N a t i ona l  R u ra l  U t i l i t i es
Coopera t i ve  F inance Corpora t i on  ( "CFC")  re l a t i ng  t o  CFC Loan Number  AZ014-A-9036-CB001 ( t he
" L o a n  A g r e e m e n t " ) ,  t h e  u n d e r s i g n e d , d u l y  q u a l i f i e d  o f f i c e r  o f  t h e
Borrower,  hereby cert i f ies as fo l lows:

( i ) O n  [ d a t e  o f  c o m p l e t i o n ]  a l l  p o r t i o n s  o f  t h e  P ro j e c t  ( a s  d e f i n e d  i n  t h e  L o a n
A g r e e m e n t )  h a v e  b e e n  f u l l y  c o m p l e t e d  s u b s t a n t i a l l y  i n  a c c o r d a n c e  w i t h  a n y  p l a n s  a n d
speci f i cat ions therefore,  as then amended,  and

(i i ) A m oun t  advanced  on  t he  Loan  (as  de f i ned  i n  t he  Loan  A g reem en t )  and  t he
use  o f  t he  p roper t y  f i nanced ,  re f i nanced  o r  re i m bursed  t he re f rom  w i l l  no t  cause  any  o f  t he
representa t i ons or  cer t i f i ca t i ons conta ined i n  t he  Pro jec t  Agreement  (as  def i ned i n  t he  Loan
Agreement ) to be unt rue or resul t  in a violat ion of  any covenant  in the Project  Agreement .

In WITNESS WHEREOF,  the undersigned have hereunto set  his/her signature this
2 0

day o f

S U L P H U R  S P R I N G S  V A L L E Y  E L E C T R I C
C O O P E R A TI V E .  I N C .

B y
Ti t le:

CFC LOANAG
AZ014-A-9036-CB001 (JABLONJ)
117582-2
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EXHIBIT D

TERMINATION CERTIFICATE

OF

BORROWER

Pursuant to the Loan Agreement dated as of by and between SULPHUR
SPRlNGS VALLEY ELECTRIC COOPERATIVE, INC. (the "Borrower") and National Rural Utilities
Cooperative Finance Corporation ("CFC") relating to CFC Loan Number AZ014-A-9036-CB001 (the
"Loan Agreement"), the undersigned,
Borrower, hereby certifies as follows:

| duly qualified officer of the

(i) all portions of the Project (as defined in the Loan Agreement) have not been
fully completed substantially in accordance with any plans and specifications therefor, as then
amended,

(ii) no further acquisition, construction or installation will occur with respect to the
Project (as defined in the Loan Agreement), and

(iii) the Borrower does not intend to request any further Advances (as defined in
the Loan Agreement) on the Loan (as defined in the Loan Agreement).

IN WITNESS WHEREOF, the undersigned have hereunto set his/her signature this
,20 .

day of

SULPHUR SPRINGS VALLEY ELECTRIC
COOPERATIVE, INC.

By
Title:

CFC LOANAG
AZ014-A~9036-CB001 (JABLONJ)
117562-2
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SECURED PROMISSORY NOTE

$280,000.00 dated as of I8/m/aw;

I

SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC., an Arizona corporation
(the "Borrower"), for value received, hereby promises to pay, without setoff, deduction,
recoupment or counterclaim, to the order of NATIONAL RURAL UTILITIES COOPERATIVE
FINANCE CORPORATION (the "Payee"), at its office in Hemdon, Virginia office or such other
location at its office in Hemdon, Virginia or such other location as the Payee may designate to
the Borrower, in lawful money of the United States, the principal sum of TWO HUNDRED
EIGHTY THOUSAND AND 00/100 DOLLARS ($280,000.00), or such lesser sum of the
aggregate unpaid principal amount of all advances made by the Payee pursuant to that certain
Loan Agreement dated as of even date herewith between the Borrower and the Payee, as it
may be amended from time to time (herein called the "Loan Agreement"), and to pay interest on
all amounts remaining unpaid hereunder from the date of each advance in like money, at said
office, at the rate and in amounts and payable on the dates provided in the Loan Agreement
together with any other amount payable under the Loan Agreement. If not sooner paid, any
balance of the principal amount and interest accrued thereon shall be due and payable on the
Maturity Date.

This Note is secured under a Restated Mortgage and Security Agreement, dated of
December 6, 2007 between the Borrower and the Payee, as it may have been or shall be
supplemented, amended, consolidated or restated from time to time ("Mortgage"). This Note is
one of the Notes referred to in, and has been executed and delivered pursuant to, the Loan
Agreement.

4

The principal hereof and interest accrued thereon and any other amount due under the
Loan Agreement may be declared to be forthwith due and payable in the manner, upon the
conditions, and with the effect provided in the Mortgage or the Loan Agreement.

The Borrower waives demand, presentment for payment, notice of dishonor, protest,
notice of protest, and notice of non-payment of this Note.

IN WITNESS WHEREOF the Borrower has caused this Note to be signed in its corporate
name and its corporate seal to be hereunto affixed and to be attested by its duly authorized
officers, all as of the day and year first above written.

SULPHUR SPRINGS VALLEY
ELECTRIC COOPERATIVE, INC.

(SEAL)
By: ~ 4 3"

Title: ?>»s 4 64-~7"

4 . - I

Attest:
8.1:,rf,.1¢..v

Loan No. AZ014-A-9037-CB001

CHEDEN w. HUBEL
CHIEF EXECUTIVE OFFICER

CFC NOTE
AZ014-A-9037-CB001 (JABLONJ)
1 t6038-2
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PROJECTAGREEMENT

OF

SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC. (THE "BORROWER")

DATED: as of 9/ .2 47
The undersigned is a duly qualified officer of the Borrower named above and, as such

officer, is familiar with (i) the properties, affairs and records of the Borrower, (ii) the issuance of
the Securities (as hereinaRer defined) and the use of the proceeds thereof as it relates to the
Borrower and (iii) the Project, as hereinafter defined.

In connection with the issuance of the Clean Renewable Energy Bonds (Cooperative
Renewable Energy Projects) Series 2008A (the "Seeun'ties"), being issued by the National Rural
Utilities Cooperative Finance Corporation (the 'issuer"), the undersigned hereby certifies and
covenants regarding the use of the proceeds of the Securities advanced to the Borrower, as
follows:

1. General.

1.1 This Project Agreement is made pursuant to Section 54 of the Internal Revenue
Code of  1986, as amended (the "Code"), and any United States Treasury
regulations and other guidance thereunder to make the certifications required by
Section 54 of the Code and any United Stares Treasury regulations and other
guidance thereunder and to establish the reasonable expectations of the Borrower
with respect to the amount and use of amounts to be advanced to the Borrower
pursuant to the Loan Agreement dated as of even date herewith between the
Issuer and the Borrower (the "Loan Agreement"). Capitalized terms used herein
are defined where they first appear or are defined inExhibit A attached hereto.

1.2 This Project Agreement is based on facts and estimates in existence on the date
hereof and the continued veracity of these facts and estimates as of the date that
the Securities are issued (the "Closing") will be confirmed by the Borrower on
the date of Closing, and on the basis of such facts and estimates, the Borrower
expects that the events described herein will occur. To the best of the
undersigned's knowledge, information, and belief, the expectations contained in
this Project Agreement are reasonable.

1.3 The Borrower is a Qualified Borrower, as defined in Exhibit A, and is responsible
for the acquiring/constructing/equipping of the Project (defined below). The
undersigned has reviewed this Project Agreement, as wet] as the provisions of
Section 54 of the Code and any United States Treasury regulations and other
guidance thereunder, with its own legal counsel and understands and is familiar

.with this Project Agreement and the provisions of Section 54 and any United
States Treasury regulations and other guidance thereunder. The Borrower will

CFC DOC
AZ014~A-9037~CB001 (JABLONJ )
117508-1
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comply in all respects with the provisions of Section 54 and any United States
Treasury regulations and other guidance thereunder.

1.4 The Borrower agrees to keep and retain or cause to be kept and retained sufficient
records to demonstrate compliance with the covenants in this Project Agreement.
Such records shall include, but are not limited to, basic records relating to the
issuance of the Securities (including this Project Agreement and the inducement
resolution as described in Section 3.3 hereof), documentation evidencing the
expenditure of  amounts advanced to the Borrower pursuant to the Loan
Agreement, documentation evidencing the use of property financed with amounts
advanced to the Borrower pursuant to the Loan Agreement; and documentation
evidencing all sources of payment or security maintained by the Borrower for
amounts advanced to the Borrower pursuant to the Loan Agreement
records shall be kept until the date three (3) years after the CREB Maturity Date

1.5 Neither the Borrower nor any Related Person (as defined in Exhibit A) to the
Borrower will purchase any Securities.

2. Qualified Project.

2.1 The Loan Agreement requires the amounts advanced thereunder to be used for
facilities to be owned by the Borrower, described in more detail in Section 2.2
hereof and in Exhibit 8 attached hereto as the "Updated Description of the
Project" (the "Project"). The Project was originally described in an exhibit to the
Application for National Clean Renewable Energy Bond Limitation submitted to
the Internal Revenue Service by the Issuer in support of the national clean
renewable energy bond allocation received by the Issuer, which Original
Description of the Project" is attached hereto as Exhibit C.

2.2 The Project is a Solar Energy Facility (the "Qualyj/ing Facility"), as defined in
Exhibit A and properly functionally related and subordinate thereto as further
described inExhibit B, attached hereto.

3. Clean Renewable Energv Bonds Qualification.

3.1 At least 95 percent of the proceeds advanced to the Borrower pursuant to the Loan
Agreement will be used by the Borrower for capital expenditures with respect to
the Project. None of the proceeds of the Loan (as defined in the Loan Agreement)
will be paid to the Issuer, the Borrower or any Related Person to the Issuer or the
Borrower, except for amounts paid to the Borrower to reimburse the Borrower for
actual and direct expenditures relating to the Project paid by the Borrower to
persons other than the Issuer, the Borrower or any Related Person to the Issuer or
the Borrower.

3.2 The Borrower has incurred or will, within six months of the Closing Date, incur a
substantial binding obligation (not subject to contingencies within the control of
the Issuer, the Borrower or any Related Person to either of them) to a third party

CFC DOC
AZ014-A-9037-CB001 (JABLONJ)
117508-1
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to expend at least ten percent of the Loan Amount (i.e. the total amount to be
advanced to the Borrower pursuant to the Loan Agreement). It is expected that
the work of acquiring/constructing/equipping the Project and the expenditure of
the Loan Amount will proceed with due diligence through November 17, 2008, at
which time it is anticipated that the Loan Amount will have been spent in its
entirety. The Borrower acknowledges that, to the extent that less than 95 percent
of the Loan Amount is expended by a date five years from the date of issuance of
the Securities, the Borrower will be required to prepay its Loan in an amount, and
the Issuer will redeem Securities at the end of such five-year period in an amount,
necessary to maintain the tax credit with respect to the Securities, unless
otherwisepermitted by Section 6.5 hereof ,

It is expected that al l  amounts advanced to the Borrower under the Loan
Agreement will be spent to pay costs of the Project in accordance with the
estimated periodic drawdown schedule contained in Exhibit D, attached hereto.
The assumptions set forth in this Section 3.2 and on Exhibit D, attached hereto,
represent the Borrower's best estimate, as of this date, of the periodic drawdown
schedule of the Loan Amount.

3.3 The Borrower may use amounts advanced to the Borrower under the Loan
Agreement to reimburse itself for expenditures paid prior to the date of issuance
of the Securities. The Borrower shall reimburse itself for expenditures paid prior
to the date of issuance of the Securities only if such expenditure was paid after the
Borrower adopted an inducement resolution, and the expenditure is described in
such inducement resolution

The Borrower shall use proceeds of the Loan to reimburse itself for
expendiMres paid prior to the date the Securities were issued only if such
reimbursement is made within eighteen months after the later of (i) the date
the expenditure is paid or (ii) the date the ProjeCt is placed in service, but in
no event later than three years after the date the original expenditure was
paid

Except for any reimbursement allowed under this Section 3.3, no portion of the
proceeds advanced to the Borrower will be used to pay for expenditures relating
to acquiring existing facilities (as contrasted with costs of enhancements, repair or
rehabilitation of existing facilities)

3.4 Neither the Project nor any portion thereof has been, is expected to be, or will be
sold or otherwise disposed of in whole or in part, prior to the last maturity date of
the Securities

3.5 The Borrower has entered into the Loan Agreement of even date hereof under
which it is committed to borrow $280,000 from the Issuer of the Securities and
the Borrower reasonably expects to borrow and expend the full amount of such
commitment

CFC DOC
AZ014-A-9037-CB001 (JABLONJ)
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3.6 At least 75% of the Loan Amount is expected to be used for Construction
Purposes.

3_7 The Borrower will not use proceeds of the Loan (i) to pre-pay for goods or
services to be received over a period of years prior to the date such goods or
services are to'be received, or (ii) to pay for or otherwise acquire goods or
services from an Affiliated Person, as defined inExhibitA.

3.8 The Borrower shall at all times be a Qualified Borrower.

Remedial Action.

4.1 The Borrower agrees to operate the Project as a Qualifying Facility.

The Borrower acknowledges that if properly financed with proceeds of the
Securities advanced to the Borrower is operated in a manner other than as a
Qualifying Facility such operation may constitute a "deliberate action" that may
require remedial actions to prevent the tax credit being produced by the Securities
firm being disallowed.

The Borrower shallpromptly contact the Issuer asprovided inSection 6.3hereof
if it considersoperating property financedwith proceeds of the Loanother than as
a Qualifying Facility.

4.2 The Borrower acknowledges that if properly financed with proceeds of the Loan
is sold or otherwise disposed of in a manner contrary to the provisions of
Section 3.4 hereof; such sale or disposition may constitute a "deliberate action"
that mayrequireremedial actions to prevent the tax credit being produced by the
Securities from being disallowed. If the Borrower considers the sale or other
disposition of property financed with proceeds of the Loan, it shall promptly
contact the Issuer, in the manner set forth in Section 6.3 hereof

5. Funds and Accounts. Investments.

5.1 After the issuance of the Securities, neither the Borrower nor any Related Person
to the Borrower has or will have any property, including cash, securities or any
other property held as a passive vehicle for the production of income or for
investment purposes, that constitutes:

(i) amounts that have a sufficiently direct nexus to the Securities or to
the governmental purpose of the Securities to conclude that the amounts would
have been used for that governmental purpose if the Securitieswerenot used or to
be used for that governmental purpose (the mere availability or preliminary
earmarldng of such amounts for a governmental purpose, however, does not itself
establish such a sufficient nexus),

CFC DOC
Az014~A-9037-C B001 (JABLONJ )
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(ii) amounts in a debt service fund, redemption fund, reserve fund
replacement fund or any similar fund to the extent reasonably expected to be used
directly or indirectly to pay principal of or interest on the Securities or any
amounts for which there is provided, directly or indirectly, a reasonable assurance
that the amount will be available to pay principal of or interest on the Securities or
any credit enhancement or liquidity device with respect to the Securities, even if
the Issuer, the Borrower or any Related Person to either of them encounter
financial difficulties

(i i i ) any amounts held pursuant to any agreement (such as an agreement
to maintain certain levels of types of assets) made for the benefit of the holders of
the Securities or any credit enhancement provider, including any liquidity device
or negative pledge (e.g., any amount pledged to pay principal of or interest on an
issue held under an agreement to maintain the amount at a particular level for the
direct or indirect benefit of holders of the Securities or a guarantor of the
Securities)

No compensating balance, liquidity account, negative pledge of property held for
investment purposes required to be maintained at least at a particular level or
similar arrangement exists with respect to, in any way, the Securities or any credit
enhancement or liquidity device related to the Securities

5.2 During the acquiring/constructing/equipping of the Project, the Borrower will
only draw down amounts from the Issuer for capital expenditures already paid by
the Borrower

5.3 Neither the Borrower nor any Related Person to the Borrower will enter into any
hedge (e.g., an interest rate swap, interest rate cap, futures contract, forward
contract or an option) with respect to the Loan or the Securities

5.4 All property subject to the Mortgage is and will be used by the Borrower in the
conduct of its trade or business. The Borrower reasonably expects to repay the
Loan from current operating revenues. The Mortgage does not require that cash
securities, obligations, annuity contracts or other property held principally as a
passive vehicle for the production of income be maintained, individually or
collectively, at any particular level

Miscellaneous

6.1 This Project Agreement shall be governed by and construed in accordance with
the laws of the Commonwealth of Virginia

6.2 Prior to the date 15 days before the Securities were sold, neither the Borrower nor
any Related Person to the Borrower has sold or delivered any obligations that are
reasonably expected to be paid out of substantially the same source of funds as the
Securities. Neither the Borrower nor any Related Person to the Borrower will sell

CFC DOC
AZ014-A-9037-CB001 (JABLONJ)
117508-1

url null llllllll l



In

or deliver within 15 days after the date hereof any obligations that are reasonably
expected to be paid out of substantially the same source of funds as the Securities.

6.3 All notices provided for herein shall be given or made in writing (including,
without limitation, by telecopy) and delivered to the Issuer at the "Address for
Notices" specified below. All such communications shall be deemed to have
been duly given (i) when personally delivered including, without limitation, by
overnight mail or courier service, (ii) in the case of notice by United States mail,
certified or registered, postage prepaid, return receipt requested, upon receipt
thereof, or (iii) in the case of notice by telecopy, upon transmission thereotj
provided such transmission is promptly confirmed by either of the mediods set
forth in clauses (i) or (ii) above in each case given or addressed as provided for
herein. The Address for Notices of the Issuer is as follows:

National Rural Utilities Cooperative Finance Corporation
2201 Cooperative Way
Herndon, Virginia 2017 l -3025
Attention: Senior Vice President - Member Services
Fax #703~709-6776

6.4 The Borrower represents that it has not been contacted by the Internal Revenue
Serv ice or any issuer of bonds, the proceeds of which were loaned to the
Borrower regarding any examination of any tax exempt bonds issued for the
benefit of the Borrower. To the best of the lmowledge of the Borrower, no such
obligations of the Borrower are currently under examination by the Internal
Revenue Service.

6.5 Any restriction or covenant contained herein need not be observed or may be
changed if such nonobservance or change will not result in the loss of any tax
credit under Section 54 of the Code for the purpose of federal income taxation to
which the Securities is otherwise entitled and the Borrower receives an opinion of
Bond Counsel to such effect and the Issuer agrees to such nonobservance or
change.

6.6 If any clause, provision or section of this Project Agreement is led invalid by
any court of competent jurisdiction, the invalidity of such clause, provision or
section shall not affect any of the remaining clauses, sections or provisions hereof

6.7 The terms, provisions, covenants and conditions of this Project Agreement shall
bind and inure to the benefit of the respective successors and assigns of the Issuer
and the Borrower.

6.8 This Project Agreement shall terminate on the date three (3) years ager the CREB
Maturity Date.

CFC DOC
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The undersigned acknowledge that this Project Agreement is given as a basis for an
opinion of the law firm of Chapman and Cutler LLP, Chicago, Illinois, and such firm is hereby
authorized to rely on this Project Agreement.

DATED as of the day and year first above written.

SULPHUR SPRINGS VALLEY ELECTRIC
COOPERATIVE, INC.

4-9 '
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Exmnrr A

DEFINITIONS

"Affiliated Person " means any Person that (a) at any time during the six months prior to
the Closing Date, (i) has more than five percent of the voting power of the governing body of the
Issuer or the Borrower in the aggregate vested in its directors, officers, owners, and employees or
(ii) has more than five percent of the voting power of its governing body in the aggregate vested
in directors, officers, board members, owners, members or employees of the Issuer or the
Borrower or (b) during the one-year period beginning six months prior to the Closing Date, (i)
the composition of the governing body of which is modified or established to reflect (directly or
indirectly) representation of the interests of the Issuer or the Borrower (or for which an
agreement, understanding, or arrangement relating to such a modification or establishment
during that one-year period) or (ii) the composition of the governing body of the Issuer or the
Borrower is modified or established to reflect (directly or indirectly) representation of the
interests of such Person (or for which an agreement, understanding, or arrangement relating to
such a modification or establishment during that one-year period).

"Bond Counsel" means Chapman and Cutler LLP or any other nationally recognized
firm of attorneys experienced in the field of municipal obligations whose opinions are generally
accepted by purchasers of municipal obligations.

"Closing Dale " means the date the Issuer issues the Securities.

"Code " means the Internal Revenue Code of 1986, as amended.

"Constructed Personal Property" means tangible personal property (or, if acquired
pursuant to a single acquisition contract, properties) or Specially Developed Computer Software
if(i) a substantial portion of the property or properties is completed more than six (6) months
after the earlier of the date construction or rehabilitation commenced and the date the Borrower
entered into an acquisition contract, (ii) based on the reasonable expectations of the Borrower, if
any, or representations of the person constructing the property, wide the exercise of due
diligence, completion of construction or rehabilitation (and delivery to the issuer) could not have
occurred within that six-month period, and (iii) if the Borrower itself builds or rehabilitates the
property, not more than 75 percent of the capitalizable cost is attributable to property acquired by
the Borrower (e.g., components, raw materials, and other supplies).

"Construction Purposes " means capital expenditures that are allocable to the cost of Real
Property or Constructed Personal Property. Except as provided in the next succeeding sentence,
construction expenditures do not include expenditures for acquisitions of interests in land or
other existing real property. Expenditures are not for the acquisition of an interest in existing
real property other than land if the contract between the seller and the Borrower requires the
seller to build or install the property (e.g., a turnkey contract), but only to the extent that the
property has not been built or installed at the time the parties enter into the contract.

CFC DOC
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"Control" means the possession, directly or indirectly through others, of either of the
following discretionary and non-ministerial rights or Powers over another entity (i) to approve
and to remove without cause a controlling portion of the governing body of a Controlled Entity,
or (ii) to require the use of funds or assets of a Controlled Entity for any purpose.

"Controlled Entity" means any entity or one of a group of entities that is subject to
Control by a Controlling Entity or group of Controlling Entities.

"Controlled Group " means a group of entities directly or indirectly subject to Control by
the same entity or group of entities, including the entity that has the Control of the other entities.

"Controlling Enzizy" means any entity or one of a group of entities directly or indirectly
hay°mg Control of any entities or group of entities.

"CREB Maturity Date " shall have the meaning ascribed to it in the Loan Agreement.

"Governmental Body" means any State, territory, possession of the United States, the
District of Columbia, Indian tribal government, and any political subdivision thereof

"Mortgage " means the mortgage and security agreement applicable to substantially all of
the property of the Borrower.

"Qualified Borrower" means (i) a mutual or cooperative electric company described in
Sections 501(c)(12) or 1381(a)(2)(C) of the Code, or (ii) a Governmental Body (as defined
above).

"Real Properly" means land and improvements to land, such as buildings or other
inherently permanent structures, including interests in real properly. For example, real property
includes wiring in a building, plumbing systems, central heating or air-conditioning systems,
pipes or ducts, elevators, escalators installed in a building, paved parking areas, roads, wharves
and docks, bridges, and sewage lines.

"Related Person " means any member of the same Controlled Group as the Issuer or the
Borrower and any person related to the Issuer or a Borrower wi thin the meaning of
Section 144(a)(3) of the Code.

"Solar Energy Facility " means a facility using solar energy to produce electricity.

"Specially Developed Computer Software" means any programs or routines used to
cause a computer to perform a desired task or set of tasks, and the documentation required to
describe and maintain those programs, provided that the software is specially developed and is
functionally related and subordinate to real property or other constructed personal property.

"Tangible Personal Property" means any tangible property other than real property,
including interests in tangible personal property. For example, tangible personal property
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includes machinery that is not a structural component of a building, subway cars, fire trucks,
automobiles, office equipment, testing equipment, and furnishings.

4.
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EXHIBIT B

UPDATED DESCRIPTION OF THE PROJECT

CFC Application
Bond Proceeds Needed for Project
B o n d Allocation Requested and Rece i ved :

N o .  7  S u l f u r  S p r i ngs  V a l l ey  E C ,  I nc

$280,000
$280,000

Name of Project D oub l e  A dobe  E l em en t a ry  S choo l  D i s t r i c t  P ho t ovo l t a i c
S o l a r  A u t om ob i l e  P a rk i ng  S hade  S M cM e

Project  Street  Address Double  Adobe E lementary  Schoo l
7081 N .  Cent ra l  H ighway
M c N e i l . A Z  8 5 6 1 7
(5 2 0 ) 3 6 4 -3 0 4 1
(520)  364 -6796
Cochise C o u n t y

Phone Number
Fax  Number
Coun t y

Indiv idual  Name to Contact
Company Name
Street  Address
ci ty,  State,  Z ip
Telephone Number
Fax

Jack B la i r
Sulphur Springs Val ley Elect r i c  Cooperat ive,  Inc.
3  l l  E .  W i l c o x  D r i v e
S i e r ra  V i s t a ,  AZ 85635
(520 )  515 -3470
(520)  458-3467

Updated Detai led Descript ion of  the Project :

A cant i levered shade st ructure at  a school  on the top of  which wi l l  be constn lcted a 23kW solar
pho t ovo l t a i c  sys t em  t o  supp l y  power  t o  t he  schoo l .  Excess  power  w i l l  f l ow  on  t o  t he  SSVEC
system.

CFC DOC
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EXHIBIT C

ORIGINAL DESCRIPTIONOF THE PROJECT

[COPY oF EXH1B1T A To ISSUERAPPLICATION To THE IRS]
CLEANRENEWABLEENERGY BONDS APPLICATION

EXHIBIT A

SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC.

Dour us ADOBE ELEMENTARY ScHooL D1sTR1cr PI-IOTOVOLTAIC
SOLAR SHADE STRUCTURE

This project will place a photovoltaic module costing $280,000, that will produce 23 kW of
electricity in the shade structures in the one Double Adobe Elementary School District school.
The PV structure will provide electricity to the respective school at no charge. There will also be
a cable connection to a computer in the library of each school to show students how the system is
working.

This project is the identical project that Navopache Electric Cooperative in Arizona built in 2001
that continues to function with no issues/problems.

SSVEC will operate and maintain the structure. Any excess power produced will flow back to
the SSVEC grid.

The PV structures at the schools will significantly reduce their electric bills, which have been
disproportionately large due to the per meter monthly surcharges mandated by the Environmental
Portfolio Program (EPP), and approved by the Arizona Corporation Commission. All customers
pay the EPP fees to SSVEC, which uses them to fund renewable energy projects. Since each
school has many meters, they pay the EPP a disproportionately large amount of dollars. The
benefit of reduced electric bills will offset their payments into the i`und.

The RFP issued by Sulfur Springs Valley Electric Cooperative follows.

CFC DOC
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SULPHUR SPR1NGS VALLEY ELECTRIC COOPERATIVE, I N C .
A Touc l -1sTonE ENERGY® COOPERAT1VE

FOR THE ELECTRIC COOPERATIVES IN THE STATE OF ARIZONA

REQUEST
A

PROPOSAL

Fox

A PHOTOVOLTAIC SYSTEM
USED FOR

SHADE STRUCTURES
F o r

PUBLIC BUILDINGS

I ssumn:  AUGUST 1. 2005

N a r ra t i ve :  T h e  E l e c t r i c  C o o p e ra t i ve s  i n  A r i zo n a  (D u n ca n  V a l l e y  E C ,  G ra h a m  C o u n t y
E C ,  M o h a v e  E C ,  N a v o p a c h e  E C ,  S u l f u r  S p r i n g s  V a l l e y  E C ,  T r i c o  E C  a n d  A r i z o n a  E l e c t r i c

Power Cooperat ive,  Inc. ) request  a proposal  for a modular designed system to supply a 10 kW to
30 kW Photovol taic (PV) system.  System size is relat ive to the space avai lable for the PV panels
on each si te.  System may consist  of  mul t iple f ree standing modules interconnected to meet  the 10
to 30 kW size requi rement .  Modules to be used as f ree standing carports or f ree standing covers
for walkways to provide shade.  These systems are to be used at  publ ic bui ld ings to increase the
awareness of  PV systems and operat ions and systems wi l l  be sized based on the avai lable space
Base pricing for 10,  15,  20,  25,  and 30 kW systems are requested (systems may be rounded to the
nea res t  kw  i nc rem en t ) .  The  i n t e rconnec t i on  cos t  H om  t he  P V  sys t em  t o  nea res t  d i s t r i bu t i on
panel  w i l l  be on a case by case basis due t o the var iat ion in  s i tes.  This RFP is  not  a l l  i nc lus ive
and cont rac tor  may i nc lude o ther  spec i f i ca t i ons  or  requ i rements  t hey  f ee l  a re  necessary  f o r  a
successful  venture

Th i s  RFP i s  re l eased on  August  1 ,2005 and response must  be  i n  a  wr i t t en  p roposa l  by
October 1,  2005.  For quest ions or c lar i f i cat ion of  detai ls p lease contact  A lbert  Gomez (520-515
3473) or Dav i d  Bane  (520-515-3472)

SCOPE OF WORK _ THE CONTRACTOR WILLBE RESPONSIBLEFOR THE FOLLOWING

Structural  design of  the support ing P V st ructures (carport  and walkway)
One l ine ci rcui t  d iagrams for approval  by local  Cooperat ive's engineering department
Complete w i r ing d iagrams ( to  be inc luded in  owner manual )
Isolat ion t ransformers as needed to meet  the NEC

CFC DOC
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Purchase and installation of all components
Systems test period of 4-6 weeks prior to transfer of title of equipment to site owner
Any required Permits (Cooperative will reimburse actual cost of permits)
Meter socket on the A/C output of the inverter(s)
Interconnection with Customers electric service
Fencing around inverters and other equipment as required for security and public safety
Project to meet or exceed SunWatts standards
Basic training for site owner/ site operator
Operators Manual

THE COOPERATIVE WILL PROVIDE THE FOLLOWING

Meter to measure AC output from PV system to owners electric panel
Written permission from site owner to build the PV Module
Act as the point of contact with the installation Contractor on behalf of the site owner

STRUCTURAL DESIGN REQUIREMENTS

The basic structure is to support the PV cells but must be able to work as a carport with
all the required clearances. Support should be in a cantilever style to allow easy parking, spacing
on vertical supports should be in multiples of 10 feet to be able to match typical parking lot
spacing, height should allow the parldng of full size passenger vans, and structure does not have
to be water proof (providing shade to vehicles is secondary to the production of energy). Sample
profile (to show intent not required design) is on page 4. Ideal structure would have the ability
to support PV panels that would be effective if the long side of the structure is in a North-South
as well as East-West orientation

PV DESIGN REQUIREMENTS

•

•

PV panels shall have warranty for a minimum of 15 years to cover rated output (out put
degradation not to exceed 20% over life of panel)
All system components will be UL certified
System will include isolation transformers per section 250-30 of the NEC
Polyphase inverter with voltage to match customer's system
Inverter to match capacity of project
15 year manufacturers warranty on Inverter (contractor may use an extended warranty

insurance policy to meet 15 year requirement)
Contractor will warranty repair labor at 100% for first 5 years, 66% of labor for second 5
years, and 33% of labor for remaining 5 years, (limited to warranty repairs)
Interconnection costs from site of PV system to nearest practical distribution panel will be

on a case by case basis, (site selection process will keep this as short as possible)

SUNWATTS REQUIREMENTS

CFC DOC
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•

•

•

One-line drawings subject to approval by local Cooperative's engineering department
Units to operate in parallel with grid
Includes protection for out of frequency problems
Low harmonics
Inverter must disconnect in the event grid power is lost
Lockable safety switch locatedbetween the inverter and meter socket

TRAINING REQUIREMENTS

The Contractor wil l prov ide suff icient time with the site owner to explain how to
disconnect the system, locate inverter, identify all junction boxes between the modules, and
identify any system warning lights or displays. Contractor will also provide system manual with
basic operating instructions and all the associated warranty information and manufacturer
contacts listed

\
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EXHIBIT D

MONTHLY DRAWDOWN SCHEDULE OF AMOUNTS TO BE ADVANCED TO THE
Bonnowan PURSUANT To THE LOAN AGREEMENT

DA118 on WHICH PROCEEDS ARE
EXPECTED TO BE EXPENDED

AMOUNTS oF PROCEEDS To BE
EXPENDED

November 17,  2008 280,000

CFC DCC
AZ014,A.gg37.¢8001 (JABLONJ)
117508-1
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SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC.

I

To

NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE CORPORATION

Issuer

LOAn AGREEMENT

Dated as of Ag,2001

Clean Renewable Energy Bonds
(Cooperative Renewable Energy Projects) Series 2008A

of National Rural Utilities Cooperative Finance Corporation
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LOAN AGREEMENT

LOAN AGREEMENT (this "Agreement") dated as of |
between SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC. ("Borrower"), a
corporation organized and existing under the laws of the State of Arizona and NATIONAL RURAL
UTILITIES COOPERATIVE FINANCE CORPORATION ("CFC"), a cooperative association
organized and existing under the laws of the District of Columbia.

RECITALS

WHEREAS, the Borrower has applied to CFC for a loan for the purposes set forth in
Schedule 1 hereto, and CFC is will ing to make such a loan to the Borrower on the terms and
conditions stated herein, and

WHEREAS, the Borrower has agreed to execute a promissory note to ev idence an
indebtedness in the aggregate principal amount of the CFC Commitment (as hereinafter defined).

now, THEREFORE, for and in consideration of the premises and the mutual covenants
hereinafter contained, the parties hereto agree and bind themselves as follows:

ARTICLE I

DEFINITIONS

Section 1.01 For purposes of this Agreement, the following capitalized terms shall have the
following meanings (such definitions to be equally applicable to the singular and the plural foml
thereof). Capitalized terms that are not defined herein shall have the meanings as set forth in the
Mortgage.

"Accounting Requirements" shall mean any system of accounts prescribed by a federal
regulatory authority having jurisdiction over the Borrower or, in the absence thereof, the requirements
of GAAP applicable to businesses similar to that of the Borrower.

"Advance" shall mean each advance of funds by CFC to the Borrower pursuant to the terms
and conditions of this Agreement, including the Initial Advance and the Primary Advance.

"Authorized Officer of the Borrower" means the Chairman, General Manager or Chief
Financial Officer of the Borrower or any other person authorized by the Board of the Borrower so to
act or any other person performing a function similar to the function performed by any such officer or
authorized person.

"Average DSC Ratio" shall mean the average of the Borrower's two highest annual DSC
Ratios during the most recent three calendar years.

, "Bond Counsel" means an attorney at law or a firm of attorneys (designated by CFC and
acceptable to the Trustee) of nationally recognized standing in matters pertaining to the taxexempt
nature of interest or tax credits on bonds issued by states and their political subdivisions, duly
admitted to the practice of law before the highest court of any state of the United States of America.

CFC LOANAG
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"Business Day" shall mean any day that both CFC and the depository institution CFC
utilizes for funds transfers hereunder are open for business.

"CFC Commitment" shall have the meaning as defined in Schedule 1.

"CFC CREB Rate" shall mean the interest rate charged by CFC for loans made by CFC from
proceeds of the CREBs which rate shall not exceed one hundred and fifty basis points (150/100 of
1%) per annum.

"Closing Date" shall mean the date CFC issues the CREBs.

"Code" shall mean the Internal Revenue Code of 1986, as supplemented and amended.

"Completion Cert i f i cate"  shal l  mean the cert i f i cate of  the Borrower required by
Section 5.01.P of this Agreement, substantially in the form of Exhibit C hereto.

"CREBs" shall mean the series of Securities issued by CFC to provide financing for the
Project.

"CREB Maturity Date" shall mean the maturity date of the CREBs, which shall be the
December 15th prior to the Maximum CREB Term Anniversary Date.

"Debt Service Coverage ("DSC") Ratio" shall mean the ratio determined as follows: for any
calendar year add (i) Operating Margins, (ii) Non-Operating Margins--Interest, (iii) Interest Expense,
(iv) Depreciation and Amortization Expense, and (v) cash received in respect of generation and
transmission and other capital credits, and divide the sum so obtained by the sum of all payments of
Principal and Interest Expense required to be made during such calendar year, provided, however,
that in the event that any amount of Long-Term Debt has been refinanced during such year, the
payments of Principal and Interest Expense required to be made during such year on account of
such refinanced amount of Long-Term Debt shall be based (in lieu of actual payments required to be
made on such refinanced amount of Long~Term Debt) upon the larger of (I) an annualization of the
payments required to be made with respect to the refinancing debt during the portion of such year
such refinancing debt is outstanding or (ii) the payment of Principal and Interest Expense required to
be made during the following year on account of such refinancing debt.

"Default Rate" shall mean a rate per annum equal to one hundred and fifty basis points
(150/100 of 1%).

"Depreciation and Amortization Expense" shal l  mean an amount consti tut ing the
depreciation and amortization of the Borrower computed pursuant to Accounting Requirements.

"Determination of Tax Credit fneliglbility" shall mean a determination that a particular
series of Securities does not qualify for a tax credit for the owner thereof under Section 54 of the
Code, which determination shall be deemed to have been made upon the occurrence of the fist to
occur of the following:

(a) the date on which CFC determines that there is a significant likelihood that a
particular series of Securities may not qualify for a tax credit, if  such determination is
supported by a written opinion of Bond Counsel to that effect, or

I
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(b) the date on which CFC shall receive notice in writing that the Trustee has been
advised by the owner of any Security that a particular series of Securities does not qualify for
a tax credit for the owner thereof, based upon a final determination made either by: (A) the
Internal Revenue Service in a published or private ruling or technical advice memorandum or
(B) any court of competent jurisdiction in the United States of America, as a result of a failure
by CFC or any borrower to observe any agreement or representation in the Tax Compliance
Agreement or a Loan Agreement or Project Agreement relating to the proceeds of the
Securities. Any such determination will not be considered final for this purpose unless the
Owner of the Securities involved in the proceeding or action resulting in the determination (i)
gives CFC and the Trustee prompt written notice of the commencement thereof and (ii) if
CFC agrees to pay all expenses in connection therewith and to indemnify such Owner of the
Securities against all liabilities in connection therewith, offers CFC an opportunity to contest
the determination, either directly or in the name of the Owner of the Securities, and until
conclusion of any review, if sought.

"Distributions" shall mean, with respect to the Borrower, any dividend, patronage refund,
patronage capital retirement or cash distribution to its members, or consumers (including but not
limited to any general cancellation or abatement of charges for electric energy or services furnished
by the Borrower). The term "Distribution" shall not include (a) a distribution by the Borrower to the
estate of a deceased patron, (b) repayment by the Borrower of a membership fee upon termination of
a membership, or (c) any rebate to a patron resulting from a
Borrower, such as a reduction of wholesale power cost previously incurred.

cost abatement received by the

"Draw Period" shall have the meaning as described in Schedule 1 hereto.

"Environmental Laws" shall mean all laws, rules and regulations promulgated by any
Governmental Authority, with which Borrower is required to comply, regarding the use, treatment
discharge, storage, ,
distribution, transport, release of or exposure to any Hazardous Material.

management handling, manufacture, generation, processing, recycling

"Equity" shall  mean the aggregate of  the Borrowers equities and margins computed
pursuant to Accounting Requirements.

"Event of Default" shall have the meaning as described in Article VI hereof.

"Funds Requisition Statement" shall mean the certificate of the Borrower, in the form set
forth as Exhibit A to this Agreement, by which the Borrower will obtain an advance of funds from CFC
under the Loan.

"GAAP" shall mean generally accepted accounting principles set forth in the opinions and
pronouncements of the Accounting Principles Board and the American Institute of Certified Public
Accountants and statements and pronouncements of the Financial Accounting Standards Board.

"Governmental Authority" shall mean the government of the United States of America, any
other nation or government, any state or other political subdivision thereof, whether state or local,
and any agency, authority, instrumentality, regulatory body, court or other entity exercising executive,
legislative, judicial, taxing, regulatory or administrative Powers or functions of or pertaining to
government.

"Hazardous Material" shall mean any (a) petroleum or petroleum products, radioactive
materials, asbestos-containing materials, polychlorinated biphenyls, lead and radon gas, and (b) any

CFC LOANAG
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other substance designated as hazardous or toxic or as a pollutant or contaminant under any
Environmental Law.

"Indenture"shall mean the Indenture between CFC and U.S. Bank Trust Company National
Association, relating to the first issue of Securities, pursuant to which the Securities, including the
CREBs are issued, as supplemented and amended.

"Initial Advance" shall mean the Advance made by CFC on the~Closing Date pursuant to
Section 3.02.A hereof to fund a portion of CFC's costs in issuing the CREBs attributable to the CFC
Commitment, including, but not limited to, original issue discount, underwriting discount and other
costs of issuance, including, without limitation, rating agency costs and regal, underwriting and
Trustee expenses.

"Interest Expense" shall mean an amount constituting the interest expense with respect to
Long-Term Debt of the Borrower computed pursuant to Accounting Requirements. In computing
Interest Expense, there shall be added, to the extent not otherwise included, an amount equal to 33-
1/3% of the excess of Restricted Rentals paid by the Borrower over 2% of the Borrower's Equity.

"Lien" shall mean any statutory or common law consensual or non-consensual mortgage,
pledge, security interest, encumbrance, lien, right of set off, claim or charge of any kind, including,
without limitation, any conditional sale or other title retention transaction, any lease transaction in the
nature thereof and any secured transaction under the Uniform Commercial Code.

"Loan" shall mean the loan made by CFC to the Borrower, pursuant to this Agreement and
the Note, in an aggregate principal amount not to exceed the CFC Commitment.

"Loan Capital Term Certificate" or "LCTC" shall mean a certificate, or book entry form of
account,evidencingthe Borrower's purchase of equity in CFC.

"Loan Documents" shall mean this Agreement, the Note, the Mortgage, the Project
Agreement and all other documents or instruments executed, delivered or executed and delivered by
the Borrower and evidencing, securing, governing or otherwise pertaining to, the Loan. l

' "Long-Term Debt" shall mean an amount constituting the long-term debt of the Borrower
computed pursuant to Accounting Requirements.

"Maturity Date"shall mean the Payment Date immediately prior to the CREB Maturity Date
permitted for the CREBs under Section 54(e)(2) of the Code as in effect on the Closing Date.

"Maximum CREB Term Anniversary Date" shall mean the anniversary of the Closing Date
that occurs at the maximum term permitted for the CREBs under Section 54(e)(2) of the Code as in
effect on the Closing Date.

"Mortgage" shall have the meaning as described in Schedule 1 hereto.

"Mortgaged Property"shall have the meaning ascribed to it in the Mortgage.

"Non-Operating Margins-Interest" shall mean the amount representing the interest
component of non-operating margins of the Borrower computed pursuant to Accounting
Requirements.

CFC LOANAG
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"Note"
the Borrower, dated as of even date herewith, pursuant to this Agreement as identified on Schedule
1 hereto and shall include any substitute note or modification thereto.

shall mean the secured promissory note, payable to the order of CFC, executed by

I

"Obligations" shall mean any and all liabilities, obligations or indebtedness owing by the
Borrower to CFC, of any kind or description, irrespective of whether for the payment of money,
whether direct or indirect, absolute or contingent, due or to become due, now existing or hereafter
arising.

"Operating Margins" shall mean the amount of patronage capital and operating margins of
the Borrower computed pursuant to Accounting Requirements.

"Payment Date" shall mean the fist (1st) day of each of March, June and September and
December.

"Payment Notice" shall mean a notice furnished by CFC to the Borrower that indicates the
amount of each payment of interest or interest and principal and the total amount of each payment
due.

"Permitted Encumbrances" shall have the meaning ascribed to it in the Mortgage.

"Person" shall mean natural persons, cooperatives, corporations, limited liability companies,
limited partnerships, general partnerships, limited liability partnerships, joint ventures, associations,
companies, trusts or other organizations, irrespective of whether they are legal entities, and
Governmental Authorities.

"Primary Advance" shall mean the Advance made by CFC to the Borrower pursuant to
Section 3.02.B hereof two Business Days after the Closing Date to reimburse Borrower for costs of
the Project.

"Principal" shall mean the amount of principal billed on account of Long-Term Debt of the
Borrower computed pursuant to Accounting Requirements.

"Project" shall mean the project being financed pursuant to the Loan, as further described in
Schedule 1.

"Project Account" means an account created pursuant to the Indenture within the Project
Fund related to the CREBs.

"Project Agreement" shall mean the Project Agreement, dated as of even date herewith,
executed by the Borrower with respect to the Project and the CREBs.

"Project Fund" means the Project Fund created and identified as such in the Indenture.

J

"Restricted Rentals" shall mean all rentals required to be paid under finance leases and
charged to income, exclusive of any amounts paid under any such lease (whether or not designated
therein as rental or additional rental) for maintenance or repairs, insurance, taxes, assessments,
water rates or similar charges. For the purpose of this definition the term "finance lease" shall mean
any lease having a rental term (including the term for which such lease may be renewed or extended
at the option of the lessee) in excess of three (3) years and covering property having an initial cost in
excess of $250,000 other than automobiles, trucks, trailers, other vehicles (including without

CFC LOANAG
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limitation aircraft and ships), office, garage and warehouse space and office equipment (including
without limitation computers).

"Securities" shall mean one or more series of clean renewable energy bonds issued by CFC
under the Indenture.

"Subsidiary" as to any Person, shall mean a corporation, partnership, limited partnership,
limited liability company or other entity of which shares of stock or other ownership interests having
ordinary voting power (other than stock or such other ownership interests having such power only by
reason of the happening of a contingency) to elect a majority of the board of directors or other
managers of such entity are at the time owned, or the management of which is otherwise controlled,
directly or indirectly through one or more intermediaries, or both, by such Person. Unless otherwise
qualif ied, all references to a "Subsidiary" or to "Subsidiaries" in this Agreement shall refer to a
Subsidiary or Subsidiaries of the Borrower.

"Tax Compliance Agreement" means a tax compliance certificate and agreement of CFC
with respect to a series of Securities, as accepted by the Trustee, as amended.

"Termination Certificate" shal l  mean the cert i f i cate of  the Borrower
Section 5.01.Q of this Agreement, substantially in the form of Exhibit D hereto.

required by

"TotaI Assets" shall mean an amount constituting the total assets of the Borrower computed
pursuant to Accounting Requirements.

"Total Utility Plant" shall mean the amount constituting the total utility plant of the Borrower
computed pursuant to Accounting Requirements.

assigns.
"Trustee" shall mean U.S. Bank Trust Company National Association and its successors and

ARTICLE ll

REPRESENTATIONS AND WARRANTIES

Section 2.01 The Borrower represents and warrants to CFC that as of the date of this
Agreement:

A. Good Standing.
standing under the laws of the jurisdiction of its incorporation or organization, is duly qualified to do
business and is in good standing in those states in which it is required to be qualified to conduct its
business. The Borrower is a member in good standing of CFC.

The Borrower is duly organized, validly existing and in good

B. Subsidiaries and Ownership. Schedule 1 hereto sets forth a complete and accurate
list of the Subsidiaries of the Borrower showing the percentage of the Borrower's ownership of the
outstanding.stock, membership interests or partnership interests, as applicable, of each Subsidiary.

C. Authority; Validity. The Borrower has the power and authority to enter into this
Agreement, the Note, the Project Agreement and the Mortgage, to make the borrowing hereunder, to
execute and deliver all documents and instruments required hereunder and to incur and perform the
obligations provided for herein, in the Note, in the Project Agreement and in the Mortgage, all of
which have been duly authorized by all necessary and proper action, and no consent or approval of

i
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any Person, including, as applicable and without limitation, members of the Borrower, which has not
been obtained is required as a condition to the validity or enforceability hereof or thereof.

Each of this Agreement, the Note, the Project Agreement and the Mortgage is, and when fully
executed and delivered will be, legal, valid and binding upon the Borrower and enforceable against
the Borrower in accordance with i ts terms, subject to appl icable bankruptcy, insolvency,
reorganization, moratorium or other laws affecting creditors' rights generally and subject to general
principles of equity.

I
No Conflicting Agreements. The execution and delivery of the Loan Documents

the Borrower, or any indenture, contract agreement mortgage, deed of trust or other instrument to

award, indenture,
creation
assets of the Borrower.

D.
and performance by the Borrower of the obligations thereunder, and the transactions contemplated
hereby or thereby, will not: (i) violate any provision of law, any order, rule or regulation of any court or
other agency of government, any award of any arbitrator, the articles of incorporation or by-laws of

which the Borrower is a party or by which it or any of its property is bound, or (ii) be in conflict with,
result in a breach of or constitute (with due notice and/or lapse of time) a default under, any such

contract, I
or imposition of any (other than contemplated hereby) upon any of the property or

agreement mortgage, deed of trust or other instrument, or result in the
Lien

The Borrower is not in default in any material respect under any agreement or instrument to which it
is a party or by which it is bound and no event or condition exists which constitutes a default, or with
the giving of notice or lapse of time, or both, would constitute a default under any such agreement or
instrument.

E. Taxes. The Borrower, and each of its Subsidiaries, has filed or caused to be filed all
, state and local tax returns which are required to be filed and has paid or caused to be paid

all federal, state and local taxes, assessments, and governmental charges and levies thereon,
including interest and penalties to the extent that such taxes, assessments, and governmental
charges and levies have become due, except for such taxes, assessments, and governmental
charges and levies which the Borrower or any Subsidiary is contesting in good faith by appropriate
proceedings for which adequate reserves have been set aside.

federal

F. Licenses and Permits. The Borrower has duly obtained and now holds all licenses,
permits, certifications, approvals and the like necessary to own and operate its property and business
that are required by Governmental Authorities and each remains valid and in full force and effect.

G. Litigation. There are no outstanding judgments, suits, claims, actions or proceedings
or, to the knowledge of the Borrower, threatened against or affecting the Borrower, its

Subsidiaries or any of their respective properties which, if adversely determined, either individually or
collectively, would have a material adverse effect upon the business, operations, prospects, assets,
liabilities or financial Condition of the Borrower or its Subsidiaries. The Borrower and its Subsidiaries
are not, to the Borrower's knowledge, in default or violation with respect to any judgment, order, writ,
injunction, decree, rule or regulation of any Governmental Authority which would have a material
adverse effect upon the business, operations, prospects, assets, liabilities or financial condition of the
Borrower or its Subsidiaries.

pending

H. Financial Statements. The balance sheet of the Borrower as at the date identified in
Schedule 1 hereto, the statement of operations of the Borrower for the period ending on said date,
and the interim financial statements of the Borrower, all heretofore furnished to CFC, are complete
and correct. Said balance sheet fairly presents the financial condition of the Borrower as at said date

CFC LOANAG
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and said statement of operations fairly reflects its operations for the period ending on said date.
Borrower has no contingent obligations or extraordinary forward or long-term commitments except as

the financial condition or operations of the Borrower from that set forth in said financial statements

The

specifically stated in said balance sheet or herein. There has been no material adverse change in

except changes disclosed in writing to CFC prior to the date hereof.

I. Borrower's Legal Status. Schedule 1 hereto accurately sets forth: (i) the Borrower's
exact legal name, (ii) the Borrower's organizational type and jurisdiction of organization, (iii) the
Borrower's organizational identification number or accurate statement that the Borrower has none,
and (iv) the Borrower's place of business or, if more than one, its chief executive office as well as the
Borrowers mailing address if different.

J. Required Approvals. Other than the CREBs allocation received from the Internal
Revenue Service, no license, consent or approval of any Governmental Authority is required to
enable the Borrower to enter into this Agreement, the Project Agreement, the Note and the
Mortgage, or to perform any of its Obligations provided for in such documents, including without
limitation (and if applicable), that of any state public utilities commission, any state public service
commission, and the Federal Energy Regulatory Commission, except as disclosed in Schedule 1
hereto, all of which the Borrower has obtained prior to the date hereof.

K. Compliance With Laws. The Borrower and each Subsidiary is in compliance, in all
material respects, with all applicable requirements of law and all applicable rules and regulations of
each Governmental Authority.

To the Borrower's knowledge, information and belief  neither this

the Borrower in connection herewith (all such documents, certificates and financial statements, taken
as a whole) contains any untrue statement of a material fact or omits to state any material fact
necessary in order to make the statements contained herein and therein not misleading.

L. Disclosure.
,

Agreement nor any document certificate or financial statement furnished to CFC by or on behalf of

M. No Other Liens. As to property which is presently included in the description of
Mortgaged Property, the Borrower has not, without the prior written approval of CFC, executed or
authenticated any security agreement or mortgage, or tiled or authorized any financing statement to
be tired with respect to assets owned by it, other than security agreements, mortgages and financing
statements in favor of CFC, except as disclosed in writing to CFC prior to the date hereof or relating
to Permitted Encumbrances.

Environmental Matters. Except as to matters which individually or in the aggregate
would not have a material adverse effect upon the business or financial condition of the Borrower or
its Subsidiaries, (i) Bon'ower is in compliance with all Environmental Laws (including, but not limited
to, having any required permits and licenses), (ii) there have been no releases (other than releases
remediated in compliance with Environmental Laws) from any underground or aboveground storage
tanks (or piping associated therewith) that are or were present at the Mortgaged Property, (iii)
Borrower has not received written notice or claim of any violation of any Environmental Law, (iv)
there is no pending investigation of Borrower in regard to any Environmental Law, and (v) to the best
of Borrower's knowledge, there has not been any release or contamination (other than releases or
contamination remediated in compliance with Environmental Laws) resulting from the presence of
Hazardous Materials on property owned, leased or operated by the Bon°ower

Project Agreement. As set forth in the Project Agreement, the Project constitutes "a
qualified project" as defined in Section 54(d)(2)(A) of the Code. As set forth in the Project Agreement
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the Borrower constitutes currently, and wm remain through the period that the CREBs remain
outstanding, "a Qualified Borrower", meaning a (i) mutual or cooperative electric company described
in Sections 501(c)(12) or 1381(a)(2)(C) of the Code, or (ii) a Governmental Body, which is defined as
any state, territory possession of the U.S., the District of Columbia, Indian tribal government, and any
political subdivision thereof. The statements, information and descriptions contained in the Project
Agreement are true, correct and complete, and do not contain any untrue statement or misleading
statement of a material fact, and do not omit to state a material fact required to be stated therein or
necessary to make the statements, information and descriptions contained therein, in the light of the
circumstances under which they were made, not misleading, and the estimates and the assumptions
contained in the Project Agreement are reasonable and based on the best information available to
the Borrower.

i ARTICLE III

LOAN

Section 3.01 Definitions.For purposes of this Article 3, the following capitalized terms shall
have the following meanings:

"Borrower's Annual Bond Repayment Amount" shall mean the amount determined by
dividing the CFC Commitment by the number of years from the ClosingDate to the Maximum CREB
Term Anniversary Date, which amount shall be recalculated on the date CFC rescinds any excess
moneys pursuant to Section3.05 or 3.06 hereof.

"Quarterly Bond Deposit Amount" shall mean for each Payment Date, the amount
determined by subtracting from the Quarterly BondRepayment Amount the principal amount payable
by the Borrower pursuant to Section 3.03.A(ii)(bX1) on such Payment Date.

"Quarterly Bond Repayment Amount" shall mean one-fourth (92) of the Borrowers Annual
Bond Repayment Amount.

Section 3.02 Advances. The obligation of the Borrower to repay the Advances shall be
evidenced by the Note. The aggregate amount of all Advances made hereunder shall not exceed the
CFC Commitment. At the end of the Draw Period, CFC shall have no further obligation to make
Advances.

A. Initial Advance. Borrower hereby agrees that on the Closing Date, CFC shall
automatically, and without action by Borrower, make the Initial Advance. On the Closing Date, CFC
shall notify Borrower of the final amount of the Initial Advance and the amount of the CFC
Commitment remaining for Borrower to subsequently Advance.

B. Subsequent Advances.

(i) The Borrower may submit a request for the Primary Advance to CFC in writing (which
may be submitted by facsimile) no later than 12:00 noon local time at CFC's offices in
Herndon, Virginia seven Business Days prior to the Closing Date. The Primary
Advance may be requested in any amount up to the CFC.Commitment. CFC shall
make the Primary Advance two Business Days after the Closing Date in the lesser of
(i) the aggregate amount of such requested Primary Advance, and (ii) the amount of
the CFC Commitment less the amount of the Initial Advance.

CFC LOANAG
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(ii) Except as set forth in 3.02.A and 3.02.B(i) hereof, the Borrower shall submit its
request for an Advance to CFC in writing (which may be submitted by facsimile) no
later than 12:00 noon local time at CFC's offices in Herndon, Virginia at least two (2)
Business Days prior to the last Business Day of any calendar month. Borrower may
make multiple requests for Advances during any calendar month in any amount so
long as the aggregate amount of all Advances requested in such month is in an
amount not less than $100,000.00, provided, however that at such time as there
remains less than $100,000.00 available for Advance hereunder, Borrower may
request the entirety of such remaining amount. CFC shall make a single Advance to
Borrower on the first Business Day of the calendar month following Borrowed's
request(s) for an Advance. Such Advance shall be in the aggregate amount of all
Advances requested by Borrower in the prior month, provided however that at such
time as there remains less than $100,000.00 available for Advance hereunder and
Borrower requests the entirety of such remaining amount, CFC shall Advance the
entirety of such remaining amount.

Section 3.03 Interest Rate and Payment. The Note shall be payable and bear interest as
follows:

Payments, Maturity; Amortization.

(i) The Note shall be due and payable on the Maturity Date.

A.

(ii) On each Payment Date, the Borrower shall promptly pay the following:

(a) accrued interest on the principal amount of the Loan outstanding less the amount
of the Initial Advance, and

(b) the Quarterly Bond Repayment Amount, consisting of:

(1) the principal amount due on any outstanding Advances, determined on the
basis of a quarterly amortization schedule from the date of each Advance
and

(2) the QuarterlyBond Deposit Amount

(iii) If not sooner paid, any amount due on account of the unpaid principal, interest
accrued thereon and fees, if any, shall be due and payable on the Maturity Date

(iv) Each Advance shall amortize on a level principal payment basis from the date thereof
through the Maturity Date

(v) CFC will furnish to the Borrower a Payment Notice at least ten (10) days before each
Payment Date, provided, however, that CFC's failure to send a Payment Notice shall not constitute a
waiver by CFC or be deemed to relieve the Borrower al its obligation to make payments as and when
due as provided for herein

(vi) No provision of this Agreement or of any Note shall require the payment, or permit the
collection, of interest in excess of the highest rate permitted by applicable law
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Borrower agrees that the records of, and all computations by. CFC (in whatever media they are
recorded or maintained) as to the amount of principal, interest, fees and Quarterly Bond Deposit
Amount due on the Loan shall be conclusive in the absence of manifest error.

B. Application of Payments. Each payment shall be applied to the Loan, first to any
fees, costs, expenses or charges other than interest or principal, second to interest accrued, third to
the Quarterly Bond Deposit Amount and the balance to principal.

I

C. Application of Bond Repayment Deposit. At such time as the aggregate amount
billed by CFC in any calendar year on account of amortized principal under this Agreement exceeds
the Borrower's Annual Bond Repayment Amount for such year, CFC shall apply a portion of the
Borrower's prior payments of the Quarterly Bond Deposit Amount in the amount of such overage to
principal then due. Until such time, Borrower's payments of the Quarterly Bond Deposit Amount shall
not reduce the amount of principal outstanding and subject to amortization. Any amount paid by the
Borrower under this Agreement on account of the Quarterly Bond Deposit Amount in excess of the
principal amount of the fully advanced Loan shall be refunded to the Borrower on the Maturity Date.

D. Interest Rate Computation. Each Advance except the Initial Advance shall bear
interest at the CFC CREB Rate which shall apply until the Maturity Date. The Initial Advance shall
not bear interest. Interest on Advances shall be computed on the basis of a 30-day month and 360-
day year.

Section 3.04. Extraordlnary Obligation to Prepay. Upon a Determination of Tax Credit
Ineligibility that subjects the CREBs to an extraordinary mandatory redemption due to a failure of the
Borrower to observe any agreement or representation in this Loan Agreement (as more particularly
described in paragraph (b) of the defined tem "Determination of Tax Credit ineligibility"), the
Borrower shall prepay the Loan, or such part thereof as determined by CFC, at such times and in
such amounts as determined by CFC within sixty (60) days of such determination together with a
prepayment premium prescribed by CFC pursuant to its policies of general application in effect from
time to time.

Section 3.05. Rescission of Excess Moneys; Fee. If the Borrower has not drawn down
the full amount of the CFC Commitment at (i) the time of filing the Completion Certificate under
Section 5.01P. hereof, (ii) the time of filing the Termination Certificate under 5.01Q. hereof, (iii) a
Determination of Tax Credit ineligibility or (iv) the end of the Draw Period, a corresponding rescission
of the amount of principal available to be drawnon the Note as calculated by CFC shall automatically
be made without further action by the Borrower. CFC shall release the Borrower from its obligations
hereunder as to such rescinded portion, provided the Borrower complies with such terms and
conditions as CFC may impose for such release including, without limitation, payment of any
rescission fee that CFC may from time to time prescribe, pursuant to its policies of general
application.

Section 3.06. Cancellation of ExCess Moneys. If the Borrower has not drawn down the full
amount of the CFC Commitment at the time CFC determines that it will cease making Advances

available to be drawn on the Note as calculated by CFC shall automatically be made without action
by the Bon'ower.

hereunder pursuant to Section 7.01 hereof a corresponding cancellation of the amount of principal

Section3.07. Default Rate. If Borrower defaults on its obligation to make a payment due
hereunder by the applicable Payment Date, and such default continues for thirty days thereafter, then
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beginning on the thirty-first day after the Payment Date and for so long as such default continues,
Advances shall bear interest at the Default Rate.

Section 3.08. Patronage Capital; Interest Rate Discounts. No patronage capital shall be
earned, and no interest rate discounts shall apply, to the Loan.

Section 3.09. Optional Prepayment. Except for prepayments made pursuant to
Section 3.04 hereof, no prepayment of any Advance, in whole or in part, may be made by the
Borrower.

ARTICLE IV

CONDITIONS OF LENDING

Section 4.01 The obl igation of  CFC to make any Advance hereunder is subject to
satisfaction of the following conditions in form and substance satisfactory to CFC:

A. Legal Matters. All legal matters incident to the consummation of the transactions
hereby contemplated shall be satisfactory to counsel for CFC.

B. Documents. CFC shall have been furnished with (i) the executed Loan Documents,
(ii) certified copies of all such organizational documents and proceedings of the Borrower authorizing
the transactions hereby contemplated as CFC shall require, (iii) an opinion of counsel for the Borrow-
er addressing such legal matters as CFC shall reasonably require, and (iv) all other such documents
as CFC may reasonably request.

c. Government Approvals. The Borrower shall have furnished to CFC true and correct
copies of all certif icates. authorizations, consents, permits and licenses from Governmental
Authorities necessary for the execution or delivery of the Loan Documents or performance by the
Borrower of the obligations thereunder.

D. Representations and Warranties. The representations and warranties contained in
Article II shall be true on the date of the making of each Advance hereunder with the same effect as
though such representations and warranties had been made on such date, no Event of Default and
no event which, with the lapse of time or the notice and lapse of time would become such an Event of
Default, shall have occurred and be continuing or will have occurred after giving effect to each
Advance on the books of the Borrower, there shall have occurred no material adverse change in the
business or condition, financial or otherwise, of the Borrower, and nothing shall have occurred which
in the opinion of CFC materially and adversely affects the Borrower's ability to perform its obligations
hereunder.

E. Mortgage Recordation. The Mortgage (and any amendments, supplements or
restatements as CFC may require from time to time) shall have been duly filed, recorded or indexed
in all jurisdictions necessary (and in any other jurisdiction that CFC shall have reasonably requested)
to provide CFC a lien, subject to Permitted Encumbrances, on all of the Borrower's real property, all
in accordance with applicable law, and the Borrower shall have paid all applicable taxes, recording
and filing fees and caused satisfactory evidence thereof to be furnished to CFC.

F. UCC Filings. Uniform Commercial Code financing statements (and any continuation
statements and other amendments thereto that CFC shall require from time to time) shall have been
duly fled, recorded or indexed in all jurisdictions necessary (and in any other jurisdiction that CFC

CFC LOANAG
AZ014-A-9037-C8001 (JABLONJ)
117563-2

III



4

4
g

E I

13

shall have reasonably requested) to provide CFC a perfected security interest, subject to Permitted
Encumbrances, in the Mortgaged Property which may be perfected by the filing of a f inancing
statement, all in accordance with applicable law, and the Borrower shall have paid all applicable
taxes, recording and filing fees and caused satisfactory evidence thereof to be furnished to CFC.

G. Requisitions. The Borrower will requisition each Advance by submitting its written
requisition to CFC in the form attached as Exhibit A hereto. Requisitions for Advances shall be made
only for the purposes set forth in Schedule 1 hereto.

H. Other Information. The Borrower shall have furnished such other information as
CFC may reasonably require, including but not limited to (i) information regarding the specific
purpose for an Advance and the use thereof, (ii) feasibility studies, cash flow projections, financial
analyses and pro forma f inancial statements suff icient to demonstrate to CFC's reasonable
satisfaction that after giving effect to the Advance requested, the Borrower shall continue to achieve
the DSC ratio set forth in Section 5.01 .A herein, to meet all of its debt service obligations, and
otherwise to perform and to comply with all other covenants and conditions set forth in this
Agreement, and (iii) any other information as CFC may reasonably request. CFC's obligation to
make any Advance hereunder is conditioned upon prior receipt and approval of the Borrower's
written requisition and other information and documentation, if any, as CFC may have requested
pursuant to this paragraph.

I. Issuance of Bonds. CFC shall have issued CREBs in an amount not less than the
CFC Commitment.

J. CREB Allocation. CFC shall have received an allocation in the amount of the CFC
Commitment from the U.S. Department of Treasury for the BolTower's Project under its Securities
program.

K. Tax Credit Ineligibility. There shall have occurred no Determination of Tax Credit
lneligibiliw with regard to the Borrower or the Project.

L. Bring Down Certificate.
Borrower shall furnish CFC with a certificate of an Authorized Officer of the Borrower in the form of
Exhibit B hereto, certifying that all of the representations and warranties set forth in Article II hereof
are true on the Closing Date.

Two (2) Business Days prior to the Closing Date, the

ARTICLE v

COVENANTS

Section 5.01 Affirmative Covenants. The Borrower covenants and agrees with CFC that
until payment in full of the Note and performance of all obligations of the Borrower hereunder:

A. Financial Ratios, Design of Rates. The Borrower shall achieve an Average DSC
Ratio of not less than 1.35. The Borrower shall not decrease its rates for electric service if it has
failed to achieve a DSC Ratio of 1.35 for the calendar year prior to such reduction subject only to an
order from a Governmental Authority properly exercising jurisdiction over the Borrower.

B.
purposes identified on Schedule 1 hereto.

Loan Proceeds. The Borrower shall use the proceeds of this Loan solely for the

CFC LOANAG
AZ014-A-9037-CB001 (JABLONJ)
117563-2

I
l

I l



*

14

Notice. The Borrower shall promptly notify CFC in writing of:

(i) any material adverse change in the business, operations, prospects, assets, liabilities
or financial condition of the Borrower,

(ii) the institution or threat of any litigation or administrative proceeding of any nature
involving the Borrower which could materially affect the business, operations, prospects, assets,
liabilities or financial condition of the Borrower,

(iii) the occurrence of an Event of Default hereunder, or any event that, with the giving of
notice or lapse of time, or both, would constitute an Event of Default.

D. Default Notices. Upon receipt of  any notices with respect to a default by the
Borrower under the terms of any evidence of any indebtedness with parties other than CFC or of any
loan agreement, mortgage or other agreement relating thereto, the Borrower shall deliver copies of
such notice to CFC.

E. Annual Certificates.

(i) W ithin one hundred twenty (120) days af ter the close of  each calendar year,
commencing with the year in which the initial Advance hereunder shall have been made, the
Borrower will deliver to CFC a written statement in form and substance satisfactory to CFC, signed

, and that
to the best of said person's knowledge, the Borrower has fulfilled all of its obligations under this
Agreement, the Project Agreement, the Note, and the Mortgage throughout such year or, if there has
been a default in the fulfillment of any such obligations, specifying each such default known to said
person and the nature and status thereof.

by the Borrower's General Manager or Chief Executive Officer stating that during such year,

(ii) The Borrower shall deliver to CFC within one hundred twenty (120) days of CFC's
written request, which shall be no more frequently than once every year, a certification, in form and
substance satisfactory to CFC, regarding the condition of the Mortgaged Property prepared by a
professional engineer satisfactory to CFC. The Borrower shall also deliver to CFC such other
information as CFC may reasonably request from time to time.

F. Loan Capital Term Certificate Purchase. The Borrower will purchase LCTCs, if
required, in an amount calculated pursuant to CFC's policies of general application and shall pay for
such LCTCs as required thereby. CFC's policies with respect to such LCTCs are set forth in
Schedule 1.

operations as of the end of such calendar year in form and substance satisfactory to CFC. In
addition,
the term hereof, the Borrower shall furnish to CFC a full and complete consolidated and consolidating
report of its financial condition and statement of its operations as of the end of such fiscal year,

G. Financial Books, Financial Reports; Right of Inspection. The Borrower will at all
times keep, and safely preserve, proper books, records and accounts in which full and true entries
will be made of all of the dealings, business and affairs of the Borrower, in accordance with
Accounting Requirements. When requested by CFC, the Borrower will prepare and furnish CFC
from time to time, periodic financial and statistical reports on its condition and operations. All of such
reports shall be in such form and include such information as may be specified by CFC. within one
hundred twenty (120) days of the end of each calendar year during the term hereof, the Borrower
shelf furnish to CFC a full and complete report of its f inancial condition and statement of its

within one hundred twenty (120) days of the end of each the Borrower's pascal years during
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audited and certified by independent certified public accountants nationally recognized or othenlvise
satisfactory to CFC and accompanied by a report of such audit in form and substance satisfactory to
CFC, including without limitation a consolidated and consolidating balance sheet and the related
consol idated and consol idat ing statements of  income and cash f low.  CFC, through i ts
representatives, shall at all times during reasonable business hours and upon prior notice have
access to, and the right to inspect and make copies of, any or all books, records and accounts, and
any or all invoices, contracts, leases, payrolls, canceled checks, statements and other documents
and papers of every kind belonging to or in the possession of the Borrower or in anyway pertaining to
its property or business.

H.
if it incurs any
otherwise provided for in the Mortgage.

Notice of Additional Secured Debt.
.

additional secured indebtedness other than indebtedness to CFC or indebtedness
The Borrower will notify CFC promptly in writing

I. Funds Requisition. The Borrower agrees (i) that CFC may rely conclusively upon the
written instructions submitted to CFC in the Borrower's written request for an Advance hereunder,
(ii) that such instructions shall constitute a covenant under this Agreement to repay the Advance in
accordance with such instructions, the applicable Note, the Mortgage, the Project Agreement and
this Agreement, and (iii) to request Advances only for the purposes set forth in Schedule 1 hereto.

J. Compliance With Laws. The Borrower and each Subsidiary shal l  remain in
compliance, in all material respects, with all applicable requirements of law and applicable rules and
regulations of each Governmental Authority.

K. Taxes. The Borrower shall pay, or cause to be paid all  taxes, assessments or
governmental charges lawfully levied or imposed on or against it and its properties prior to the time
they become delinquent, except for any taxes, assessments or charges that are being contested in
good faith and with respect to which adequate reserves as determined in good faith by the Borrower
have been established and are being maintained.

L. Further Assurances. The Borrower shall execute any and all further documents,
financing statements, agreements and instruments, and take all such further actions (including the
filing and recording of financing statements, fixture filings, mortgages, deeds of trust and other
documents), which may be required under any applicable law, or which CFC may reasonably
request, to effectuate the transactions contemplated by the Loan Documents or to grant, preserve,
protect or perfect the Liens created or intended to be created thereby. The Borrower also agrees to
provide to CFC, from time to time upon request, evidence reasonably satisfactory to CFC as to the
perfection and priority of the Liens created or intended to be created by the Loan Documents.

M. Environmental Covenants. Borrower shall:

(i) at its own cost, comply in all material respects with all applicable Environmental Laws,
including, but not limited to, any required remediation, and

(ii) i f  i t  receives any wri tten communication al leging Borrower's v iolation of  any
Environmental Law, provide CFC with a copy thereof within ten (10) Business Days after receipt, and
promptly take appropriate action to remedy, cure, defend, or otherwise affirmatively respond to the
matter.

N. Limitations on Loans, Investments and Other Obligations. The aggregate amount
of all purchases, investments, loans, guarantees, commitments and other obligations described in
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Section 5.02.D(i) of this Agreement shall at all times be less than fifteen percent (15%) of Total Utility
Plant or fifty percent (50%) of Equity, whichever is greater

Tax Status of the CREBs. The Borrower shall utilize the Project or cause it to be
utilized as provided in the Project Agreement until the CREB Maturity Date. No use will be made of
the proceeds of the CREBs other than as set forth herein and in the Project Agreement and no
changes will be made in the Project or in the operation or beneficial use thereof (including, without
limiting the generality of the foregoing, the use of the Project by the Borrower or any related person)

of the CREBs to qualify for a tax creeP for the owner thereof, for federal income tax purposes. The
Borrower agrees and warrants that it will not take or authorize or permit any action to be taken and
has not taken or authorized or permitted any action to be taken and will not fail to take any action to
comply with the Project Agreement which adversely affects the eligibility of the CREBs to qualify for a
tax credit for the owner thereof, for federal income tax purposes. This agreement and warranty shall
survive the termination of this Agreement

without an opinion of Bond Counsel that such a use or change will not adversely affect the eligibility

Completion Certificate. The Borrower shall submit to CFC within 30 days after the
completion of the Project, a Completion Certificate signed by an Authorized Officer of the Borrower

Termination Certificate. If  the Borrower determines that the Project will not be
completed as described in Section 5.01.P above, then the Borrower shall  submit to CFC a
Termination Certificate, within 30 days of a determination that

Project, and
no further acquisition, construction or installation will occur with respect to the

(ii) the Borrower does not intend to make any further Advances

Other Information.
reasonably require relating to the Project

The Borrower shall furnish such other information as CFC may

Section 5.02 Negative Covenants. The Borrower covenants and agrees with CFC that until
payment in full of the Note and performance of all obligations of the Borrower hereunder, the
Borrower will not, directly or indirectly, without CFC's prior written consent

Limitations on Mergers. Consolidate with, merge, or sell all or substantially all of its
business or assets, or enter into an agreement for such consolidation, merger or sale, to another
entity or person unless such action is either approved, as is evidenced by the prior written consent of
CFC, or the purchaser, successor or resulting corporation is or becomes a member in good standing
of  CFC and assumes the due and punctual payment of  the Note and the due and punctual
performance of the covenants contained in the Mortgage and this Agreement

Lim i tat ions on Sale,  Lease or  Transf er  of  Capi ta l  Assets;  Appl i cat ion of
Proceeds. Sell, lease or transfer (or enter into an agreement to sell, lease or transfer) any capital
asset, except in accordance with this Section 5.02.B. If no Event of Default (and no event which with
notice or lapse of time and notice would become an Event of Default) shall have occurred and be
continuing, the Borrower may, without the prior written consent of CFC, sell, lease or transfer (or
enter into an agreement to sell, lease or transfer) any capital asset in exchange for fair market value
consideration paid to the Borrower if the value of such capital asset is less than five percent (5%) of
Total Utility Plant and the aggregate value of capital assets sold, leased or transferred in any 12
month period is less than ten percent (10%) of Total Utility Plant

Az.~014-A~9037-cB001 (JABLONJ)



i!.
l

17

c. Limitation on Dividends, Patronage Refunds and Other Distributions.

(i) Make Distributions inane calendar year if, after giving effect to the Distribution, the total
Equity of the Bon'ower will be less than twenty percent (20%) of its Total Assets.

(ii) If, after giving effect to the Distribution, the total Equity of the Borrower will be less than
twenty percent (20%) of its Total Assets, then the Borrower may nevertheless make Distributions of
up to thirty percent (30%) of its total margins for the preceding calendar year.

(iii) Notwithstanding anything to the contrary in subparagraphs (i) and (ii) above, the Borrower
shall not make any Distribution without the prior written consent of CFC if an Event of Default under
this Agreement has occurred and is continuing.

D, Limitations on Loans, Investments and Other Obligations.

(i) (a) Purchase, or make any commitment to purchase, any stock, bonds, notes, debentures,
or other securities or obligations of or beneficial Interests in, (b) make, or enter into a commitment to
make, any other investment, monetary or otherwise, in, (c) make, or enter into a commitment to
make, any loan to, or (d) guarantee, assume, or otherwise become liable for, or enter into a
commitment to guarantee, assume, or otherwise become liable for any obligation of any Person if,

amount thereof would exceed the greater of fifteen percent (15%) of Total Utility Plant or fifty percent
(50%) of Equity.

after giving effect to such purchase, investment loan, guarantee or commitment, the aggregate

(ii) The following shall not be included in the limitation of purchases, investments, loans and
guarantees in (i) above: (a) bonds, notes, debentures, stock, or other securities or obligations issued
by or guaranteed by the United States or any agency or instrumentality thereof, (b) bonds, notes,
debentures, stock, commercial paper, subordinated capital certificates, or any other security or
obligation issued by CFC or by institutions whose senior unsecured debt obligations are rated by at
least two nationally recognized rating organizations in either of their two highest categories, (c)
investments incidental to loans made by CFC, (d) any deposit that is fully insured by the United
States, (e) loans and grants made by any Governmental Authority to the Borrower under any rural
economic development program, but only to the extent that such loans and grants are non-recourse
to the Borrower, and (f) unretired patronage capital allocated to the Borrower by CFC, a cooperative
from which the Borrower purchases electric power, or a statewide cooperative association of which
Borrower is a member.

(iii) In no event may the Borrower take any action pursuant to subsection (i) if an Event of
Default under this Agreement has occurred and is continuing

Organizational Change. Change its type of organization or other legal structure
except as permitted by Section 5.02.A. hereof, in which case the Bon'ower shall provide at least 30
days prior written notice to CFC together with all documentation reflecting such change as CFC may
reasonably require

F Notice of Change in Borrower Information. Change its (i) state of incorporation, (ii)
legal name, (iii) mailing address, or (iv) organizational identification number, if it has one. unless the
Bon'ower provides written notice to CFC at least thirty (80) days prior to the effective date of any
such change together with all documentation reflecting any such change as CFC may reasonably
require

CFC LOANAG
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ARTICLE VI

EVENTS OF DEFAULT

Section 6.01 The following shall be "Events of Default" under this Agreement:

A.
Borrower herein, or in any of the other Loan Documents, or in any certificate or financial statement
furnished to CFC hereunder or under any of the other Loan Documents shall prove to be false or
misleading in any material respect.

Representations and Warranties. Any representation or warranty made by the

I
B. Payment. The Borrower shal l  fai l  to pay (whether upon stated maturi ty, by

acceleration, or otherwise) any principal, interest, premium (if any) or other amount payable under
the Note and the Loan Documents within five (5) Business Days after the due date thereof.

Other Covenants

(i) No Grace Period. Failure of the Borrower to observe or perform any covenant
or agreement contained in the Project Agreement or in Sections 5.01.A. 5.01.B
5.01.D, 5.01 .E, 5.01.G, 5.01 .l, 5.01.N, 5.01 .o and 5.02 of this Agreement

(ii) Thirty Day Grace Period. Failure of the Borrower to observe or perform any
other covenant or agreement contained in this Agreement or any of the other Loan
Documents, which shall remain unremedied for thirty (30) calendar days after written
notice thereof shall have been given to the Borrower by CFC

Legal Existence, Permits and Licenses. The Borrower shall forfeit or otherwise be
deprived of (i) its authority to conduct business in the jurisdiction in which it is organized or in any
other jurisdiction where such authority is required in order for the Borrower to conduct its business in
such jurisdiction or (ii) permits, easements, consents or licenses required to carry on any material
portion of its business

Other CFC Obligations. The Borrower shal l  be in breach or defaul t  of  any
Obligation, which breach or default continues uncured beyond the expiration of any applicable grace
period

Other Obligations. The Borrower shall (i) fail to make any payment of any principal,
premium or any other amount due or interest on any indebtedness with parties other than CFC which
shall remain unpaid beyond the expiration of any applicable grace period, or (ii) be in breach or
default with respect to any other term of any evidence of any other indebtedness with parties other
than CFC or of any loan agreement, mortgage or other agreement relating thereto which breach or
default continues uncured beyond the expiration of any applicable grace period, if the effect of such
failure, default or breach is to cause the holder or holders of that indebtedness to cause that
indebtedness to become or be declared due prior to its stated maturity (upon the giving or receiving
of notice, lapse of time, both or otherwise)

Involuntary Bankruptcy. An involuntary case or other proceeding shal l  be
commenced against the Borrower seeking liquidation, reorganization or other relief with respect to it
or its debts under bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the
appointment of a trustee, receiver, liquidator, custodian or other similar official of it or any substantial
part of its property and such involuntary case or other proceeding shall continue without dismissal or
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stay for a period of sixty (60) days, or an order for relief shall be entered against the Borrower under
the federal bankruptcy laws or applicable state law as now or hereafter in effect.

H. Insolvency. The Borrower shall commence a voluntary case or other proceeding
seeking liquidation, reorganization or other relief with respect to itself  or its debts under any
bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the appointment of a
trustee, receiver, liquidator, custodian or other similar official of it or any substantial part of its
property, or shall consent to any such relief or to the appointment of or taking possession by any
such official in an involuntary case or proceeding commenced against. it, or shall make a general
assignment for the benefit of creditors, or shall admit in writing its inability to, or be generally unable
to, pay its debts as they become due, or shall take any action to authorize any of the foregoing.

I. Dissolution or Liquidation. Other than as provided in subsection H. above, the
dissolution or liquidation of the Borrower, or failure by the Borrower promptly to forestall or remove
any execution, garnishment or attachment of such consequence as will impair its ability to continue
its business or fulfill its obligations and such execution, garnishment or attachment shall not be
vacated within sixty (60) days. The term "dissolution or liquidation of the Borrower", as used in this
subsection, shall not be construed to include the cessation of the corporate existence of the Borrower
resulting either from a merger or consolidation of the Borrower into or with another corporation
following a transfer of all or substantially all its assets as an entirety, under the conditions set forth in
Section 5.02.A.

J. Material Adverse Change. Any material adverse change in the business or
condition, financial or otherwise, of the Borrower.

K. Monetary Judgment. The Borrower shall suffer any money judgment not covered by
insurance, writ or warrant of attachment or similar process involv ing an amount in excess of
$100,000 and shall not discharge, vacate, bond or stay the same within a period of sixty (50) days.

L. Nonmonetary Judgment. One or more nonmonetary judgments or orders (including,
without limitation, injunctions, writs or warrants of attachment, garnishment, execution, distrait,
replevin or similar process) shall be rendered against the Borrower that, either individually or in the
aggregate, could reasonably be expected to have a material adverse effect upon the business,
operations, prospects, assets, liabilities or financial condition of the Borrower.

ARTICLE VII

REMEDIES

Section 7.01 If any of the Events of Default listed in Section 6 hereof shall occur after the
date of this Agreement and shall not have been remedied within the applicable grace periods
specified therein, then CFC may:

(i)

(i'i)

Cease making Advances hereunder

Declare all unpaid principal outstanding on the Note, all accrued and unpaid interest
thereon, and all other Obligations to be immediately due aha payable and the same
shall thereupon become immediately due and payable without presentment, demand
protest or notice of any kind, all of which are hereby expressly waived

CFC LOANAG
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(iii) Exercise rights of setoff or recoupment and apply any and all amounts held, or hereby
held, by CFC or owed to the Borrower or for the credit or account of the Borrower
against any and all of the Obligations of the Borrower now or hereafter existing
hereunder or under the Note, including, but not l imited to, patronage capital
allocations and retirements, money due to Borrower from equity certificates purchased
from CFC, and any membership or other fees that would otherwise be returned to
Borrower but excluding any LCTCs purchased by the Borrower pursuant to this
Agreement. The rights of CFC under this section are in addition to any other rights
and remedies (including other rights of setoff or recoupment) which CFC may have.
The Borrower waives all rights of setoff, deduction, recoupment or counterclaim,

(iv) Pursue all rights and remedies available to CFC that are contemplated by the

the effect provided in the Mortgage and the other Loan Documents, including,
limited to, a suit for specific performance, injunctive relief or damages,

Mortgage and the other Loan Documents in the manner upon the conditions, and with
but not

(V) Pursue any other rights and remedies available to CFC at law or in equity.

Nothing herein shall limit the right of CFC to pursue all rights and remedies available to a creditor
following the occurrence of an Event of Default. Each right, power and remedy of CFC shall be
cumulative and concurrent, and recourse to one or more rights or remedies shall not constitute a
waiver of any other right, power or remedy.

ARTICLE VIII

MISCELLANEOUS

Section 8.01 Notices. All notices, requests and other communications provided for herein
including, without limitation, any modifications of, or waivers, requests or consents under, this
Agreement shall be given or made in writing (including, without limitation, by telecopy) and delivered
to the intended recipient at the "Address for Notices" specified below, or, as to any party, at such
other address as shall be designated by such party in a notice to each other party, All such
communications shall be deemed to have been duly given (i) when personally delivered including,
without limitation, by overnight mail or courier service, (ii) in the case of notice by United States mail,
certified or registered, postage prepaid, return receipt requested, upon receipt thereof, or (iii) in the
case of notice by telecopy, upon transmission thereof, provided such transmission is promptly
confirmed by either of the methods set forth in clauses (i) or (ii) above in each case given or
addressed as provided for herein. The Address for Notices of each of the respective parties is as
follows:

National Rural Utilities Cooperative Finance Corporation
2201 Cooperative Way
Herndon, Virginia 20171-3025
Attention: Senior Vice President - Member Services
Fax # 703-709-6776

The Borrower:

The address set forth in
Schedule 1 hereto

CFC LOANAG
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_ Section 8.02 Expenses. Borrower shall reimburse CFC for any reasonable costs and
out-of-pocket expenses paid or incurred by CFC (including, without limitation, reasonable fees and
expenses of outside attorneys, paralegals and consultants) for all actions CFC takes, (a) to enforce
the payment of any Obligation, to effect collection of any Mortgaged Property, or in preparation for
such enforcement or collection, (b) to institute, maintain, preserve, enforce and foreclose on CFC's
security interest in or Lien on any of the Mortgaged Property, whether through judicial proceedings or
otherwise, (c) to restructure any of the Obligations, (d) to review, approve or grant any consents or
waivers hereunder, (e) to prepare, negotiate, execute, deliver, rev iew, amend or modify this
Agreement, (f ) to prepare, negotiate, execute, deliver, rev iew, amend or modify any other
agreements, documents and instruments deemed necessary or appropriate by CFC in connection
with any of  the foregoing, and (g) to obtain any opinions required to be furnished upon a
Determination of Tax Credit ineligibility and an extraordinary prepayment as set forth in Section 3.04
hereof or a rescission of excess money as set forth in Section 3.05 or a cancellation of excess
moneys as set forth in Section 3.06.

The amount of all such expenses identif ied in this Section 8.02 shall be secured by the
Mortgage and shall be payable upon demand, and if not paid, shall accrue interest at the Default
Rate.

Section 8.03 Late Payments. If payment of any amount due hereunder is not received at
CFC's office in Herndon, Virginia, or such other location as CFC may designate to the Borrower
within five (5) Business Days after the due date thereof, the Borrower will pay to CFC, in addition to
all other amounts due under the terms of the Loan Documents, any late payment charge as may be
fixed by CFC from time to time pursuant to its policies of general application as in effect from time to
time.

Section 8.04. Non-Business Day Payments. If any payment to be made by the Borrower
hereunder shall become due on a day which is not a Business Day, such payment shall be made on
the next succeeding Business Day and such extension of time shall be included in computing any
interest in respect of such payment.

Section 8.05 Filing Fees. To the extent permitted by law, the Borrower agrees to pay all
expenses of CFC (including the reasonable fees and expenses of its counsel) in connection with the
filing, registration, recordation or perfection of the Mortgage and any other security instruments as
may be required by CFC in connection with this Agreement, including, without l imitation, all '
documentary stamps, recordation and transfer taxes and other costs and taxes incident to execution,
filing, registration or recordation of any document or instrument in connection herewith. The Borrower
agrees to save harmless and indemnify CFC from and against any liability resulting from the failure to
pay any required documentary stamps, recordation and transfer taxes, recording costs, or any other
expenses incurred by CFC in connection with this Agreement. The provisions of this subsection shall
sun/ive the execution and delivery of this Agreement and the payment of all other amounts due under
the Loan Documents.

Section 8.06 Waiver, Modification. No failure on the part of CFC to exercise, and no delay
in exercising, any right or power hereunder or under the other Loan Documents shall operate as a
waiver thereof, nor shall any single or partial exercise by CFC of any right hereunder, or any
abandonment or discontinuance of steps to enforce such right or power, preclude any other or further
exercise thereof or the exercise of any other right or power. No modification or waiver of any
provision of this Agreement, the Note or the other Loan Documents and no consent to any departure
by the Borrower therefrom shall in any event be effective unless the same shall be in writing by the
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party granting such modification, waiver or consent, and then such modification, waiver or consent
shall be effective only in the specific instance and for the purpose for which given.

SECTION 8.07
JURY TRIAL.

GOVERNING LAW; SUBMISSION TO JURISDICTION; WAIVER OF

(A) THE PERFORMANCE AND CONSTRUCTION OF THIS AGREEMENT AND THE NOTE
SHALL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE
COMMONWEALTH OF VIRGINIA.

(B) THE BORROWER HEREBY SUBMITS TO THE NON-EXCLUSIVE JURISDICTION OF
THE UNITED STATES COURTS LOCATED IN VIRGINIA AND OF ANY STATE COURT SO
LOCATED FOR PURPOSES OF ALL LEGAL PROCEEDINGS ARISING OUT OF OR RELATING
TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY. THE BORROWER
IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITtED BY APPLICABLE LAW, ANY
OBJECTIONS THAT IT MAY NOW OR HEREAFTER HAVE TO THE ESTABLISHING OF THE
VENUE OF ANY SUCH PROCEEDINGS BROUGHT IN SUCH A COURT AND ANY CLAIM THAT
ANY SUCH PROCEEDING HAS BEEN BROUGHT IN AN INCONVENIENT FORUM.

(C) THE BORROWER AND CFC EACH HEREBY IRREVOCABLY WAIVES, TO THE
FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY AND ALL RIGHT TO TRIAL BY
JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT
OR THE TRANSACTIONS CONTEMPLATED HEREBY.

SECTION 8.08 INDEMNIFICATION. THE BORROWER HEREBY INDEMNIFIES AND
AGREES TO HOLD HARMLESS, AND DEFEND CFC AND ITS MEMBERS, DIRECTORS,
OFFICERS, EMPLOYEES, AGENTS, ATTORNEYS AND REPRESENTATIVES (EACH AN
"INDEMNITY") FOR, FROM, AND AGAINST ALL CLAIMS, DAMAGES, LOSSES, LIABILITIES,
COSTS, AND EXPENSES (INCLUDING, WITHOUT LIMITATION, COSTS AND EXPENSES OF
LITIGATION AND REASONABLE ATTORNEYS' FEES) ARISING FROM ANY CLAIM OR DEMAND
IN RESPECT OF THIS AGREEMENT AND THE OTHER LOAN DOCUMENTS, THE MORTGAGED
PROPERTY, OR THE TRANSACTIONS DESCRIBED IN THIS AGREEMENT AND THE OTHER
LOAN DOCUMENTS AND ARISING AT ANY TIME, WHETHER BEFORE OR AFTER PAYMENT
AND PERFORMANCE OF ALL OBLIGATIONS UNDER THIS AGREEMENT AND THE OTHER
LOAN DOCUMENTS IN FULL, EXCEPTING ANY SUCH MATTERS ARISING SOLELY FROM TH.E
GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF CFC OR ANY INDEMNITEE INCLUDING
WITHOUT LIMITATION ANY DETERMINATION MADE OR OTHER ACTION TAKEN BY CFC
PURSUANT TO SECTIONS 3.04, 3.05 and 3.06 OF THIS AGREEMENT. NOTWITHSTANDING
ANYTHING TO THE CONTRARY CONTAINED IN SECTION 8.10 HEREOF, THE OBLIGATIONS
IMPOSED UPON THE BORROWER BY THIS SECTION SHALL SURVIVE THE REPAYMENT OF
THE NOTE, THE TERMINATION OF THIS AGREEMENT AND THE TERMINATION OR RELEASE
OF THE LIEN OF THE MORTGAGE.

r

Section 8.09 Complete Agreement. This Agreement, together with the schedules to this
Agreement, the Note and the other Loan Documents, and the other agreements and matters referred
to herein or by their terms referring hereto, is intended by the parties as a final expression of their
agreement and is intended as a complete statement of the terms and conditions of their agreement.
In the event of any conflict in the terms and provisions of this Agreement and any other Loan
Documents, the terms and provisions of this Agreement shall control.
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Seetion 8.10 Survival, Successors and Assigns. All covenants,
representations and warranties of the Borrower which are contained in this Agreement shall survive
the execution and delivery to CFC of the Loan Documents and the making of the Loan hereunder
and shall continue in full free and effect until all of the obligations under the Loan Documents have
been paid in full. All covenants, agreements, representations and warranties of the Borrower which
are contained in this Agreement shall inure to the benefit of the successors and assigns of CFC. The
Borrower shall not have the right to assign its rights or obligations under this Agreement without the
prior written consent of CFC, except as provided in Section 5.02.A hereof.

agreements,

Section 8.11 Use of Terms. The use of the singular herein shall also refer to the plural, and
vice versa. 4

Section 8.12 Headings. The headings and sub-headings contained in this Agreement are
intended to be used for convenience only and do not constitute part of this Agreement.

unenforceable by any governmental agency or court of competent jurisdiction, such invalidity
unenforceability shall not affect the remainder of such term, provision or condition nor any other term,
provision or condition, and this Agreement, the Note and the other Loan Documents shall survive and
be construed as if such invalid or unenforceable term, provision or condition had not been contained
therein.

Section 8.13 Severability. If any term, provision or condition, or any part thereof, of this
Agreement, the Note or the other Loan Documents shall for any reason be found or held invalid or

or

Section 8.14 Binding Effect. This Agreement shall become effective when it shall have
been executed by both the Borrower and CFC and thereafter shall be binding upon and inure to the
benefit of the Borrower and CFC and their respective successors and assigns.

Section 8.15 Counterparts. This Agreement may be executed in one or more counterparts,
each of which will be deemed an original and all of which together will constitute one and the same
document. Signature pages may be detached from the counterparts and attached to a single copy of
this Agreement to physically form one document.

Section 8.16 Disclosure. This Agreement and any other Loan Document may be shared
by CFC with such Persons as shall be required in order to facilitate the issuance of the CREBs,
including, but not limited to, its attorneys, underwriters and investors in the CREBs.

Section 8.17 Schedule 1. Schedule 1 attached hereto is an integmlpad of this Agreement.
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed
as of the day and year first above written.

(SEAL)

By:

SULPHUR SPRINGS VALLEY
ELECTRIC COOPERATIVE, INC.

W `
\ \

F ~ .S 1 <L¢ p ITitle!

Attest:
G£LJ€ld l ]

C F I E D E N  w .  H U B E R
CHIEF EXECUTIVE OFFICER

NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE CORPORATION

(SEAL)

By: M4w4/wa 9zw¢44Q/
Assistant Secretary-Treasurer

MARIANNE L DUSOLD

Attest: \ >
nt Sec 3rTTFéasurer

. /

CRAIG COLANTONI
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SCHEDULE 1

The purpose of this loan is to finance (i) the reimbursement of the cost of the Project of the
Borrower, including any reasonable costs and expenses incurred by the Borrower in
connection with financing the Project, as described and permitted by the terms of the Project
Agreement and (ii) a portion of CFC's costs in issuing the CREBs as set forth in Section
3.02A.

The Project of the Borrower being financed by the Loan (funded by proceeds of the CREBs)
constitutes the following clean renewable energy facilities:

Double Adobe Elementary School District Photovoltaic Solar Automobile Parkinq Shade
Structure

This project will place a photovoltaic module that will produce 23 kW of electricity in the shade
structure at the Double Adobe Elementary School. The PV structure will provide electricity to
the school with excess power flowing to the Borrower's system.

Subject to the terms of this Agreement, CFC has agreed to loan to the Borrower from
proceeds of the CREBs, an amount not to exceed $280,000.00 (the "CFC Commitment").

Draw Period shall mean the period beginning on the Closing Date and ending on the date that
is five (5) years thereafter.

The Borrower shall not purchase the LCTCs or any portion thereof with funds from the Loan.
The Borrower shall use its own funds or funds borrowed under another credit facility to
purchase such LCTCs, subject to the CFC policies regarding LCTCs set forth in the following
paragraph.

CFC Policies Regarding LCTCs: (i) Any solvent Member of CFC with an outstanding LCTC
purchased in connection with a loan from the proceeds of Securities may borrow the
outstanding amount of the LCTC from CFC without a further credit review, for a term equal to
or shorter than the maturity of the LCTC at a rate equal to the comparable rate charged by
CFC for similarly classified loans, and (ii) any Member of CFC with an outstanding LCTC
purchased in connection with a loan from the proceeds of Securities may sell such LCTC to
another Member of CFC for consideration.

The Mortgage shall mean the Restated Mortgage and Security Agreement, dated as of
December 6, 2007, between the Borrower and CFC, as it may have been supplemented,
amended, consolidated, or restated from time to time.

The Noteexecutedpursuant hereto is as follows:

The Subsidiaries of the Borrower referred to in Section 2.01.B. are: None

The date of the Borrower's balance sheet referred to in Section 2.01.H is June 30, 2006.

CFC LOANAG
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10. The Borrower's exact legal name is: Sulfur Springs Valley Electric Cooperative, Inc.

11. The Borrower's organizational type is: Corporation

12. The Borrower is organized under the laws of the state of: Arizona

13. The Borrower's organizational identification number is: 0038220-2

14. The place of business or, if more than one, the chief executive office of the Borrower referred
to in Section 2.01 .l is 311 East Wilcox, Sierra Vista, Arizona 85635.

15. The Governmental Authori ty referred to in
Commission

Section 2.01.J. is: Arizona Corporation

16. The address for notices to the Borrower referred to in Section 8.01 is 311 East Wilcox,
Sierra Vista, Arizona 85835, Attention: General Manager, Fax: (520) 384-5223.

I
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Exhibit A - Funds Requisition Statement

Borrower Name & ID: Sulphur Springs Valley Electric Cooperative, Inc. (AZ014)
Loan Number: AZ014.A-9037-CB001
Loan Agreement and Project Agreement with CFC dated:
CREBs Series: 2008A
CFC CREBs Application #3 7
Name of Project: Double Adobe Elementary School District Photovoltaic Solar Automobile

Parking Shade Structure
Funds Requisition Statement No.:

Amount Requested:
Date Of Advance:

Disposition of Funds (wiring instructions):

Certification
Acting on behalf of the Borrower, I hereby certify that as of the date below: (1) I am duly
authorized to make this certification and to request funds on the terms specified herein,
(2) the Borrower has met all of the conditions contained in the Loan Agreement and the
Project Agreement listed above governing the terms of this Advance that the Borrower is
required to meet prior to an Advance of funds, (3) all of the representations and warranties
contained in said Loan Agreement and Project Agreement are true and will continue to be
true upon use of the funds as hereby requested, (4) no Event of Default, under the Loan
Agreement or the Borrower's Mortgage, has occurred and is continuing, (5) I know of no
other event that has occurred which, with the lapse of time and/or notification to CFC of such
event, or after giving effect to this Advance, would become an Event of Default under the
Loan Agreement or the Borrower's Mortgage; (6) the funds requested herein will be used
only as a reimbursement for the purposes specified in the Loan Agreement and the Project
Agreement; (7) the costs to be reimbursed by the funds requested herein are capital
expenditures and have not previously been reimbursed under a previous Funds Requisition
Statement; (8) the Borrower has secured sufficient funds to complete the Project; (9)any
necessary permits and approvals required for the Project at this point have been obtained,
(10) the Borrower is maintaining a file containing true and correct copies of invoices or bills
of sale covering all items for which payment is sought by this request, (11) such costs have
been incurred and paid by the Borrower in connection with the Project; (12) the Borrower is
not using the funds requested hereby to make any payments of principal or interest due
under the Loan Agreement, (13) no expenditure which is being reimbursed by the funds
requested hereby was paid more than eighteen months after the later of (i) the date the
expenditure is paid or (ii) the date the Project is placed in service, but in no event later than
three years after the date the original expenditure was paid; and (14) set forth below is a
table listing all of the major components of the Project, how much is being requested in this
Funds Requisition Statement as an advance for certain components, how much has been
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Az014»A~90a7-cB001 (JABLONJ)
117563~2



Project
Component

Amount
Expended to

Date by
Borrower

Amount
Advanced

to Date

Advance
Amount

Requested
Herein

Percentage
Complete

Total

T

4

28

no

advanced on each component to date, the percentage of each component that is completed
to date, and the purpose of the advance(s) being requested by this Funds Requisition
Statement.

I hereby authorize CFC, for and on behalf of the Borrower, to forward this Funds Requisition
Statement to the Trustee for disbursement of the Advance from the Project Account relating
to the above Loan to the Borrower on the following terms, and hereby acknowledge and
agree that such terms shall be binding upon Borrower under the provisions of the Loan
Agreement governing this Advance:

Certified By:

Signature Date Title of Authorized Officer

PLEASE FAX TO 703-709-6776 ATTN : , Associate Vice President

APPROVED:

NATIONAL RURAL UTILITIES COOPERATIVE FINANCE CORPORATION

By:
Title:
Date:

CFC LOANAG
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2. Each of the representations and warranties of the Borrower in the Loan Agreement and
the Project Agreement are true and correct on and as of the date hereof (the "Closing Date"), and the
Borrower has complied with all agreements and satisfied all conditions on its part to be observed or
satisfied thereunder at or prior to the Closing Date.

Project Agreement (the "Project
Agreement")

1. The following documents have been duly executed, and delivered or accepted in the
name and on behalf of the Borrower by the authorized officer or officers of the Borrower pursuant to,
and in full compliance with, authority granted by the Board of Trustees/Directors of the Borrower

The undersigned, , duly qualif ied officers of SULPHUR SPRINGS
VALLEY ELECTRIC COOPERATIVE, INC. (the "Borrower"), an Arizona corporation, hereby certify
as follows:

Loan Agreement (the
'S/-\greemenf")

Note (the "Note")

In WITNESS WHEREOF, the undersigned have hereunto set their signatures this
, 2008.

DOCUMENT

BRING-DOWN CERTIFICATE
OF

BORROWER

DATE

EXHIBIT B

I
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, 200_

By
Title:

SULPHUR SPRINGS VALLEY ELECTRIC
COOPERATIVE, INC.

By
Title:

200_

200_

National Rural Utilities Cooperative
Finance Corporation ("CFC")

OTHER PARTV OR PARTIES

day of
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EXHIBIT C

COMPLETION CERTIFICATE
OF

BORROWER

P u r s u a n t  t o  t h e  L o a n  A g r e e m e n t  d a t e d  a s  o f b y  a n d  b e t w e e n  S U L P H U R
S P R I N G S  V A LLE Y  E LE C T R I C  C O O P E R A T I V E ,  I N C .  ( t he  "B o r row e r " )  and  N a t i ona l  R u ra l  U t i l i t i e s
Coopera t i ve  F i nance  Corpora t i on  ( "CFC")  re l a t i ng  t o  CFC Loan  Num ber  AZ014-A -9037-CB001  ( t he
" L o a n  A g r e e m e n t " ) ,  t h e  u n d e r s i g n e d , ,  d u l y  q u a l i f i e d  o f f i c e r  o f  t h e
Borrower,  hereby cert i f ies as fol lows:

(i ) O n  [ d a t e  o f  c o m p l e t i o n ]  a l l  p o r t i o n s  o f  t h e  P r o j e c t  ( a s  d e f i n e d  i n  t h e  L o a n
A g r e e m e n t )  h a v e  b e e n  f u l l y  c o m p l e t e d  s u b s t a n t i a l l y  i n  a c c o r d a n c e  w i t h  a n y  p l a n s  a n d
speci f i cat ions therefore,  as then amended,  and

(i i ) A m o u n t  a d v a n c e d  o n  t h e  L o a n  (a s  d e f i n e d  i n  t h e  L o a n  A g re e m e n t )  a n d  t h e
use  o f  t he  p roper t y  f i nanced ,  re f i nanced  o r  re i m bursed  t he re f rom  w i l l  no t  cause  any  o f  t he
representa t i ons  or  cer t i f i ca t i ons  conta ined i n  t he  Pro jec t  Agreement  (as  de f i ned i n  t he  Loan
Agreement ) to be unt rue or resul t  in  a v io lat ion of  any covenant  in the Project  Agreement .

IN WITNESS WHEREOF,  the undersigned have hereunto set  his/her signature this
,  20 .

day  o f

S U L P H U R  S P R I N G S  V A L L E Y  E L E C T R I C
C O O P E R A T I V E ,  I N C .

B y
Ti t le :

r

CFC LOANAG
AZ014-A-9037-CB001 (JABLONJ}
117563-2



s

a.

1

4

EXHIBIT D

TERMINATION CERTIFICATE
OF

BORROWER

P u r s u a n t  t o  t h e  L o a n  A g r e e m e n t  d a t e d  a s  o f b y  a n d  b e t w e e n  S U L P H U R
S P R I N G S  V A LLE Y  E LE C T R I C  C O O P E R A T I V E ,  I N C .  ( t he  "B o r row er " )  and  N a t i ona l  R u ra l  U t i l i t i e s
Coopera t i ve  F i nance  Corpora t i on  ( "CFC")  re l a t i ng  t o  CFC Loan Number  AZ014. A~9037-CB001 ( t he
" L o a n  A g r e e m e n t " ) ,  t h e  u n d e r s i g n e d , ,  d u l y  q u a l i f i e d  o f f i c e r  o f  t h e
Borrower,  hereby cert i19es as fol lows:

. ( i ) a l l  po r t i ons  o f  t he  P ro j ec t  (as  de f i ned  i n  t he  Loan  Agreem ent )  have  no t  been
ful l y  completed substant ia l l y  in accordance wi th any plans and speci f i cat ions therefor,  as then
am ended ,

(i i ) no fur ther acquis i t i on,  const ruct ion or insta l la t ion w i l l  occur w i th  respect  to  the
Project  (as def ined in  the Loan Agreement ),  and

(i i i ) t he  Bor row er  does  no t  i n t end  t o  reques t  any  f u r t he r  Advances  (as  de f i ned  i n
the Loan Agreement )  on the Loan (as def ined in  the Loan Agreement ) .

In WITNESS WHEREOF,  the undersigned have hereunto set  h is/her s ignature th is
, 2 0 .

day of

S U L P H U R  S P R I N G S  V A L L E Y  E L E C T R I C
C O O P E R A TI V E ,  I N C .

B y
Ti t le:

CFC LOANAG
AZ014-A-9037-CB001 (JABLONJ)
117563-2



SECURED PROMISSORY NOTE

$280,000.00 dated as of

SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC., an Arizona corporation
(the "Borrower"), for value received, hereby promises to pay, without setoff, deduction,
recoupment or counterclaim, to the order of NATIONAL RURAL UTILITIES COOPERATIVE
FINANCE CORPORATION (the "Payee"), at its office in HendOn, Virginia office or such other
location at its office in Hemdon, Virginia or such other location as the Payee may designate to
the Borrower, in lawful money of the United States, the principal sum of TWO HUNDRED
EIGHTY THOUSAND AND 00/100 DOLLARS ($280,000.00), or such lesser sum of the
aggregate unpaid principal amount of all advances made by the Payee pursuant to that certain
Loan Agreement dated as of even date herewith between the Borrower and the Payee, as it
may be amended from time to time (herein called the "Loan Agreement"), and to pay interest on
all amounts remaining unpaid hereunder from the date of each advance in like money, at said
office, at the rate and in amounts and payable on the dates provided in the Loan Agreement
together with any other amount payable under the Loan Agreement. If not sooner paid, any
balance of the principal amount and interest accrued thereon shall be due and payable on the
Maturity Date

This Note is secured under a Restated Mortgage and Security Agreement, dated of
December 6, 2007 between the Borrower and the Payee, as it may have been or shall be
supplemented, amended, consolidated or restated from time to time ("Mortgage"). This Note is
one of the Notes referred to in, and has been executed and delivered pursuant to, the Loan
Agreement

The principal hereof and interest accrued thereon and any other amount due under the
Loan Agreement may be declared to be forthwith due and payable in the manner, upon the
conditions, and with the effect provided in the Mortgage or the Loan Agreement

The Bon'ower waives demand, presentment for payment, notice of dishonor, protest
notice of protest, and notice of non-payment of this Note

IN WITNESS WHEREOF the Borrower has caused this Note to be signed in its corporate
name and its corporate seal to be hereunto affixed and to be attested by its duly authorized
officers, all as of the day and year first above written

SULPHUR SPRINGS VALLEY
ELECTRIC COOPERATIVE. INC

(SEAL)
By

Title

R a

e,1g-T-

\

Attest
Lilsbleidly

Loan No. AZ014-A-9038-CB001

CREDEN w. HUBER
CHIEF EXECUTIVE OFFICER

CFC NOTE
AZ014-A-9038-CB001 (JABLONJ)
116039-2
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PROJECT AGREEMENT

OF

SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC. (THE "BORROWER")

!5/29w7D A T E D :  as  o f

The unders i gned i s  a  du l y  qua l i f i ed  o f f i ce r  o f  t he  Borrower  named above  and ,  as  such
of f icer,  i s fami l iar wi th ( i )  the propert ies,  af fa i rs and records of  the Borrower,  ( i i )  the issuance of
the Secur i t i es  (as  here inaf ter  def i ned)  and the use o f  t he proceeds thereof  as  i t  re la tes  to  t he
Borrower and ( i i i )  the Project ,  as hereinaf ter def ined.

I n  connec t i on  w i t h  t he  i ssuance  o f  t he  C l ean  R enew ab l e  E ne rgy  B onds  (C oope ra t i ve
Renewable Energy Projects) Series 2008A ( the "Securi t ies ") , being issued by the Nat ional  Rural
U t i l i t i es Cooperat i ve F inance  Corpora t i on  ( t he " I ssue r " ) ,  t he unders igned hereby cert i f i es and
covenan t s  regard i ng  t he  use  o f  t he  p roceeds  o f  t he  Secur i t i es  advanced  t o  t he  Bor rower ,  as
f o l l ows :

General.

1.1 This  Pro jec t  Agreement  i s  made pursuant  t o  Sect i on  54  o f the In ternal  Revenue
C o d e  o f  1 9 8 6 ,  a s  a m e n d e d  ( t h e  " C o d e " ) ,  a n d  a n y  U n i t e d  S t a t e s  T r e a s u r y
regulat ions and other guidance thereunder to  make the cert i f i cat ions requi red by
Sec t i on  54  o f  t he  C ode  and  any  U n i t ed  S t a res  T reasu ry  regu l a t i ons  and  o t he r
guidance thereunder and to establ ish the reasonable expectat ions of  the Borrower
w i t h  respect  t o  t he  amount  and use o f  amounts  t o  be  advanced to  t he  Borrower
pu rsuan t  t o  t he  Loan  A g reem en t  da t ed  as  o f  even  da t e  he rew i t h  be t w een  t he
Issuer and the Borrower  ( t he  "Loan  Agreement " ) .  Cap i t a l i zed  t e rms used  here i n
are def ined where they f i rst  appear or are def ined in Exhibi t  A at tached hereto

Th i s  P ro jec t  Agreement is based on facts and est imates in existence on the date
hereof  and the cont inued veraci ty of  these facts and est imates as of  the date that
the Securi t ies are issued (the " C l o s i n g " )  w i l l  b e con f i rm ed  by  t he  B o r row er  on
the date  o f  C los ing,  and on the bas is  o f  such facts  and est imates,  t he Borrower
e x p e c t s  t h a t  t h e  e v e n t s  d e s c r i b e d  h e r e i n  w i l l  o c c u r . T o  t h e  b e s t  o f  t h e
unders igned 's  knowledge,  i n format ion,  and be l ie f ]  t he expectat ions conta ined in
this Project  Agreement  are reasonable

The Borrower  i s  a  Qua l i f i ed B o r ro w e r def ined i n  Exh ib i t A, and is responsible
f o r  t he  acqu i r i ng / cons t ruc t i ng / equ i pp i ng  o f  t he  P ro j ec t  (de f i ned  be l ow ) . T h e
unders i gned  has  rev i ewed t h i s  P ro j ec t  Agreement ,  as  we l l  as  t he  p rov i s i ons  o f
Sec t i on  54  o f  t he  C ode  and  any  U n i t ed  S t a t es  T reasu ry  regu l a t i ons  and  o t he r
guidance thereunder,  w i th  i t s  own legal  counsel  and understands and i s  fami l i ar
w i t h  t h i s  P ro j ec t  A g reem en t  and  t he  p rov i s i ons  o f  S ec t i on  54  and  any  U n i t ed
S t a t es  T reasury  regu l a t i ons  and  o t he r  gu i dance  t he reunder .  The  Bor rower  w i l l

CFC DOC
AZ014-A-9038-CB001 (JABLONJ)
117509-1
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comply in all respects with the provisions of Section 54 and any United States
Treasury regulations and other guidance thereunder.

1.4 The Borrower agrees to keep and retain or cause to be kept and retained sufficient
records to demonstrate compliance with the covenants in this Project Agreement.
Such records shall include, but are not limited to, basic records relating to the
issuance of the Securities (including this Project Agreement and the inducement
resolution as described in Section 3.3 hereof), documentation evidencing die
expenditure of  amounts advanced to the Borrower pursuant to the Loan
Agreement; documentation evidencing the use of property financed with amounts
advanced to the Borrower pursuant to the Loan Agreement, and documentation
evidencing all sources of payment or security maintained by the Borrower for
amounts advanced to the Borrower pursuant to the Loan Agreement. Such
records shall be kept until the date three (3) years after the CREB Maturity Date.

1.5 Neither the Borrower nor any Related Person (as defined in Exhibit A) to the
Borrower will purchase any Securities.

2. Qualified Project.

2.1 The Loan Agreement requires the amounts advanced thereunder to be used for
facilities to be owned by the Borrower, described in more detail in Section 2.2
hereof and in ExhibitB attached hereto as die "Updated Description of the
Project" (the "Project"). The Project was originally described in an exhibit to the
Application for National Clean Renewable Energy Bond Limitation submitted to
the Internal Revenue Service by the Issuer in support of the national clean
renewable energy bond allocation received by the Issuer, which "Original
Description of the Project" is attachedhereto as Exhibit C.

2.2 The Project is a Solar Energy Facility (the "Qualyj/ing Facility"), as defined in
Exhibit A and property functionally related and subordinate thereto, as fiirther
described inExhibit B, attached hereto.

E
I
3
!
!I

;3. Clean Renewable Energv Bonds Qualification.

3.1 At least 95 percent of the proceeds advanced to the Borrower pursuant to the Loan
Agreement will be used by the Borrower for capital expenditures with respect to
the Project. None of the proceeds of the Loan (as defined in the Loan Agreement)
will be paid to the Issuer, the Borrower or any Related Person to the Issuer or the
Borrower, except for amounts paid to the Borrower to reimburse the Borrower for
actual and direct expenditures relating to the Project paid by the Borrower to
persons other than the Issuer, die Borrower or any Related Person to the Issuer or
the Borrower.

3.2 The Borrower has incurred or will, within six months of the Closing Date, incur a
substantial binding obligation (not subject to contingencies within the control of
the Issuer, the Borrower or any Related Person to either of them) to a third party

CFC DOC
AZ014-A-9038-C B001 (JABLONJ )
117509- 1
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) to expend at least ten percent of the Loan Amount (i.e. the total amount to be
advanced to the Borrower pursuant to the Loan Agreement). It is expected that
the work of acquiring/constructing/equipping the Project and the expenditure of
the Loan Amount will proceed with due diligence through October 27, 2008, at
which time it is anticipated that the Loan Amount will have been spent in its
entirety. The Borrower acknowledges that, to the extent that less than 95 percent
of the Loan Amount is expended by a date five years from the date of issuance of
the Securities, the Borrower will be required to prepay its Loan in an amount, and
the Issuer will redeem Securities at the end of such five-year period in an amount
necessary to maintain the tax credit with respect to the Securities, unless
otherwise permitted by Section 6.5 hereof

It is expected that all amounts advanced to the Borrower under the Loan
Agreement will be spent to pay costs of the Project in accordance with the
estimated periodic drawdown schedule contained in Exhibit D, attached hereto
The assumptions set forth in this Section 3.2 and on Exhibit D, attached hereto
represent the Borrower's best estimate, as of this date, of the periodic drawdown
schedule of the Loan Amount

3.3 The Borrower may use amounts advanced to the Borrower under the Loan
Agreement to reimburse itself for expenditures paid prior to the date of issuance
of the Securities. The Borrower shall reimburse itself for expenditures paid prior
to. the date of issuance of the Securities only if such expenditure was paid after the
Borrower adopted an inducement resolution, and the expenditure is described in
such inducement resolution

The Borrower shall use proceeds of the Loan to reimburse itself for
expenditures paid prior to the date the Securities were issued only if such
reimbursement is made within eighteen months after the later of (i) the date
the expenditure is paid or (ii) the date the Project is placed in service, but in
no event later than three years after the date the original expenditure was
paid

Except for any reimbursement allowed under this Section 3.3, no portion of the
proceeds advanced to the Borrower will be used to pay for expenditures relating
to acquiring existing facilities (as contrasted with costs of enhancements, repair or
rehabilitation of existing facilities)

3.4 Neither the Project nor any portion thereof has been, is expected to be, or will be
sold or otherwise disposed 08 in whole or in part, prior to the last maturity date of
the Securities

3.5 The Borrower has entered into the Loan Agreement of even date hereof under
which it is committed to borrow $280,000 from the Issuer of the Securities and
the Borrower reasonably expects to borrow and expend the fill] amount of such
commitment

CFC DOC
AZ014»-A-9038~CB001 (JABLONJ)
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3.6 At least 75% of the Loan Amount is expected to be used for Construction
Purposes.

3.7 The Borrower will not use proceeds of the Loan (i) to pre-pay for goods or
services to be received over a period of years prior to the date such goods or
services are to be received, or (ii) to pay for or otheMse acquire goods or
services &om anAffiliated Person, as definedin Exhibit A.

3.8 The Borrower shall at all times be a Qualified Borrower.

Remedial Action.

4.1 The Borrower agrees to operate the Project as a Qualifying Facility.

The Borrower acknowledges that if property financed with proceeds of the
Securities advanced to the Borrower is operated in a manner other than as a
Qualifying Facility such operation may constitute a "deliberate action" that may
require remedial actions to prevent the tax credit being produced by the Securities
iron being disallowed.

The Borrower shall promptly contact the Issuer as provided in Section 6.3 hereof
if it considers operating properly financed with proceeds of the Loan other than as
a Qualifying Facility.

4.2 The Borrower acknowledges that if property financed with proceeds of the Loan
is sold or otherwise disposed of in a manner contrary to the provisions of
Section 3.4 hereof, such sale or disposition may constitute a "deliberate action"
that may require remedial actions to prevent the tax credit being produced by the
Securities 80m being disallowed. If the Borrower considers the sale or other
disposition of property financed with proceeds of the Loan, it shall promptly
contact the Issuer, in the manner set forth in Section 6.3 hereof

5. Funds and Accounts. Investments.

5.1 After the issuance of the Securities, neither the Borrower nor any Related Person
to the Borrower has or will have any property, including cash, securities or any
other property held as a passive vehicle for the production of income or for
investment purposes, that constitutes:

(i) amounts that have a sufficiently direct nexus to the Securities or to
the governmental purpose of the Securities to conclude that the amounts would
have been used for that governmental purpose if the Securities were not used or to
be used for that governmental purpose (the mere availability or preliminary
earmarldng of such amounts for a governmental purpose, however, does not itself
establish such a sufficient nexus);

CFC DOC
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(ii) amounts in a debt service fund, redemption fund, reserve fund,
replacement fund or any similar tired to the extent reasonably expected to be used
directly or indirectly to pay principal of or interest on the Securities or any
amounts for which there is provided, directly or indirectly, a reasonable assurance
that the amount will be available to pay principal of or interest on the Securities or
any credit enhancement or liquidity device with respect to the Securities, even if
the Issuer, the Borrower or any Related Person to either of them encounter
financial difficulties: or

(i i i ) any amounts held pursuant to any agreement (such as an agreement
to maintain certain levels of types of assets) made for the benefit of the holders of
the Securities or any credit enhancement provider, including any liquidity device
or negative pledge (e.g., any amount pledged to pay principal of or interest on an
issue held under an agreement to maintain the amount at a particular level for the
direct or indirect benefit of holders of the Securities or a guarantor of the
Securities)

No compensating balance, liquidity account, negative pledge of property held for
investment purposes required to be maintained at least at a particular level or
similar arrangement exists with respect to, in any way, the Securities or any credit
enhancement or liquidity device related to the Securities

5.2 During the acquiring/constructing/equipping of the Project, the Borrower will
only draw down amounts from the Issuer for capital expenditures already paid by
the Borrower

5.3 Neither the Borrower nor any Related Person to the Borrower will enter into any
hedge (e.g., an interest rate swap, interest rate cap, fixtures contract, forward
contract or an option) with respect to the Loan or the Securities

5.4 All property subject to the Mortgage is and will be used by the Borrower in the
conduct of its trade or business. The Borrower reasonably expects to repay the
Loan Horn current operating revenues. The Mortgage does not require that cash
securities, obligations, annuity contracts or other property held principally as a
passive vehicle for the production of income be maintained, individually or
collectively, at any particular level

Miscellaneous

6.1 This Project Agreement shall be governed by and construed in accordance with
the laws of the Commonwealth of Virginia

6.2 Prior to the date 15 days before the Securities were sold, neither the Borrower nor
any Related Person to the Borrower has sold or delivered any obligations that are
reasonably expected to be paid out of substantially the same source of fids as the
Securities. Neither the Borrower nor any Related Person to the Borrower will sell

CFC DOC
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or deliver within 15 days after the date hereof any obligations that are reasonably
expected to be paid out of substantially the same source of funds as the Securities.

6.3 All notices provided for herein shall be given or made in writing (including,
Mthout limitation, by telecopy) and delivered to the Issuer at the "Address for
Notices" specified below. All such communications shall be deemed to have
been duly given (i) when personally delivered including, without limitation, by
overnight mail or courier service, (ii) in the case of notice by United States mail,
certified or registered, postage prepaid, return receipt requested, upon receipt
thereof, or (iii) in the case of notice by telecopy, upon transmission thereof,
provided such transmission is promptly confirmed by either of the methods set
forth in clauses (i) or (ii) above in each case given or addressed as provided for
herein. The Address for Notices of the Issuer is as follows:

National Rural Utilities Cooperative Finance Corporation
2201 Cooperative Way
Herndon, Virginia 20171-3025
Attention: Senior Vice President - Member Services
Fax #703-709-6776

6.4 The Borrower represents that it has not been contacted by the Internal Revenue
Serv ice or any issuer of bonds, the proceeds of which were loaned to the
Borrower regarding any examination of any tax exempt bonds issued for the
benefit of the Borrower. To the best of the knowledge of the Borrower, no such
obligations of the Borrower are currently under examination by the Internal
Revenue Service.

6.5 Any restriction or covenant contained herein need not be observed or may be
changed if such nonobservance or change will not result in the loss of any tax
credit under Section 54 of the Code for the purpose of federal income taxation to
which the Securities is otherwise entitled and the Borrower receives an opinion of
Bond Counsel to such effect and the Issuer agrees to such nonobservance or
change.

6.6 If any clause, provision or section of this Project Agreement is ruled invalid by
any court of competent jurisdiction, the invalidity of such clause, provision or
section shall not affect any of the remaining clauses, sections or provisions hereof

6.7 The terms, provisions, covenants and conditions of this Project Agreement shall
bind and inure to the benefit of the respective successors and assigns of the Issuer
and the Borrower.

6.8 This Project Agreement shall terminate on the date three (3) years after the CREB
Maturity Date.

CFC DOC
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The undersigned acknowledge that this Project Agreement is given as a basis for an
opinion of the law firm of Chapman and Cutler LLP, Chicago, Illinois, and such firm is hereby
authorized to rely on this Project Agreement.

DATED as of the day and year first above written.

SULPHUR SPRINGS VALLEY ELECTRIC
COOPERATIVE, INC.

B y 8,0 l
Title f r e s l é e ~ T
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Exmnrr A

DEFINITIONS

"Affiliated Person " means any Person that (a) at any time during the six months prior to
the Closing Date, (i) has more than five percent of the voting power of the governing body of the
Issuer or the Borrower in the aggregate vested in its directors, officers, owners, and employees or
(ii) has more than five percent of the voting power of its governing body in the aggregate vested
in directors, officers, board members, owners, members or employees of the Issuer or the
Borrower or (b) during the one-year period beginning six months prior to the Closing Date, (i)
the composition of the governing body of which is modified or established to reflect (directly or
indirectly) representation of the interests of the Issuer or the Borrower (or for which an
agreement, understanding, or arrangement relating to such a modification or establishment
during that one-year period) or (ii) the composition of the governing body of the Issuer or the
Borrower is modified or established to reflect (directly or indirectly) representation of the
interests of such Person (or for which an agreement, understanding, or arrangement relating to
such a modification or establishment during that one-year period).

I

"Bond Counsel" means Chapman and Cutler LLP or any other nationally recognized
Et of attorneys experienced in the field of municipal obligations whose opinions are generally
accepted by purchasers of municipal obligations.

"Closing Date " means the date the Issuer issues the Securities.

"Code" means the Internal Revenue Code of 1986, as amended.

"Constructed Personal Property " means tangible personal property (or, i f acquired
pursuant to a single acquisition contract, properties) or Specially Developed Computer Software
if(i) a substantial portion of the property or properties is completed more than six (6) months
after the earlier of the date construction or rehabilitation commenced and the date the Borrower
entered into an acquisition contract, (ii) based on the reasonable expectations of the Borrower, if
any, or representations of the person constructing the property, with the exercise of due
diligence, completion of construction or rehabilitation (and delivery to the issuer) could not have
occurred within that six-month period; and (iii) if the Borrower itself builds or rehabilitates the
property, not more than 75 percent of the capitalizable cost is attributable to property acquired by
the Borrower (e.g., components, raw materials, and other supplies).

"Construction Purposes " means capital expenditures that are allocable to the cost of Real
Properly or Constructed Personal Property. Except as provided in the next succeeding sentence,
construction expenditures do not include expenditures for acquisitions of interests in land or
other existing real property. Expenditures are not for the acquisition of an interest in existing
real property other than land if the contract between the seller and the Borrower requires the
seller to build or install the property (e.g., a turnkey contract), but only to the extent that the
property has not been built or installed at the time the parties enter into the contract.

1

I
: CFC DOC
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Control" means the possession, directly or indirectly through others, of either of the
following discretionary and non-ministerial rights or Powers over another entity (i) to approve
and to remove without cause a controlling portion of the governing body of a Controlled Entity
or (ii) to require the use of funds or assets of a Controlled Entity for any purpose

Controlled Entity" means any entity or one of a group of entities that is subject to
Control by a Controlling Entity or group of Controlling Entities

Controlled Group " means a group of entities directly or indirectly subject to Control by
the same entity or group of entities, including the entity that has the Control of the other entities

Controlling Entity" means any entity or one of a group of entities directly or indirectly
having Control of any entities or group of entities

CREB Maturity Date " shall have the meaning ascribed to it in the Loan Agreement

Governmental Body" means any State, territory, possession of the United States, the
District of Columbia, Indian tribal government, and any political subdivision thereof

Mortgage " means the mortgage and security agreement applicable to substantially all of
the property of the Borrower

Qualified Borrower" means (i) a mutual or cooperative electric company described in
Sections 50l(c)(12) or 1381(a)(2)(C) of the Code, or (ii) a Governmental Body (as defined
above)

Real Properly" means land and improvements to land, such as buildings or other
inherently permanent structures, including interests in real property. For example, real property
includes Mring in a building, plumbing systems, central heating or air-conditioning systems
pipes or ducts, elevators, escalators installed in a building, paved parking areas, roads, wharves
and docks, bridges, and sewage lines

Related Person" means any member of the same Controlled Group as the Issuer or the
Borrower and any person related to the Issuer or a Borrower wi thin the meaning of
Section 144(a)(3) of the Code

Solar Energy Facility " means a facility using solar energy to produce electricity

Specially Developed Computer Software" means any programs or routines used to
cause a computer to perform a desired task or set of tasks, and the documentation required to
describe and maintain those programs, provided that the software is specially developed and is
functionally related and subordinate to real property or other constructed personal property

Tangible Personal Property" means any tangible properly other than real property
including interests in tangible personal property, For example, tangible personal property

CFC DOC
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includes machinery that is not a structural component of a building, subway cars, fire trucks,
automobiles, office equipment, testing equipment, and furnishings.

\
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EXHIBIT B

UPDATED DESCRIPTION OF THE PROJECT

CFC Application
Bond Proceeds Needed for Project:
Bond Allocation Requested and Received:

No. 8 Sulfur Springs Valley EC, Inc.

$280,000
$280,000

Nameof Project
Parking Shade Structure

Elfrida Elementary District Photovoltaic Solar Automobile

Project Street Address Elfreda Elementary School
4070 Jefferson Road
Elfrida, AZ 85610
(520) 642-3428
(520) 642-3236
Cochise County

Phone Number
Fax Number
County

Individual Name to Contact
Company Name
Street Address
City, State, Zip
Telephone Number
Fax

Jack Blair
Sulfur Springs Valley Electric Cooperative, Inc.

3 ll E. Wilcox Drive
Sierra Vista, AZ 85635
(520) 515-3470
(520)458-3467

Updated Detailed Description of the Project:

A cantilevered shade structure at a school on the top of which will be constructed a 23kW solar
photovoltaic system to supply power to the school. Excess power will flow on to the SSVEC
system.

CFC DOC
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EXHIBIT C

ORIGINAL DEsc1upTxon oF THE PRo.mc'r

[COPY oF EXHIBIT A To ISSUER APPLICATION To THE IRS]
CLEAN RENEWABLE ENERGY Bonds APPLICATION

EXHIBIT A

SULPHURSPRINGS VALLEY ELECTRICCoopERA1'1vE, INC.

ELFRIDA ELEMENTARY D1sTRlcr PHOTOVOLTAIC SOLAR SHADE STRUCTURE

This project will place a photovoltaic module costing $280,000, that will produce 23 kW of
electricity in the shade structure in the one Elfreda Elementary District school. The PV stmchlre
will provide electricity to the respective school at no charge. There will also be a cable
connection to a computer in the library of each school to show students how the system is
working.

This project is the identical project that Navopache Electric Cooperative in Arizona built in 2001
that continues to iimction with no issues/problems.

SSVEC will operate and maintain the structure. Any excess power produced will flow back to
the SSVEC grid.

The PV structures at the schools will significantly reduce their electric bills, which have been
disproportionately large due to the per meter monthly surcharges mandated by the Environmental
Portfolio Program (EPP), and approved by the Arizona Corporation Commission. All customers
pay the EPP fees to SSVEC, which uses them to fund renewable energy projects. Since each
school has many meters, they pay the EPP a disproportionately large amount of dollars, The
benefit of reduced electric bills will offset their payments into the fund.

The RFP issued by Sulfur Springs Valley Electric Cooperative follows.

CFC DOC
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SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE. INC
A TOUCHSTONE ENERGY® COOPERATIVE

FOR THE ELECTRIC COOPERATIVES IN THE STATE OF ARIZONA

REQUEST

PROPOSAL

A PHoTovoLTAic SYSTEM
USED FOR

SHADE STRUCTURES

PUBLIC BUILDINGS

Issuant: AUGUST 1. 2005

Narrative: The Electric Cooperatives in Arizona (Duncan Valley EC, Graham County
EC, Mohave EC, Navopache EC, Sulphur Springs Valley EC, Trico EC and Arizona Electric
Power Cooperative, Inc.) request a proposal for a modular designed system to supply a 10 kW to
30 kW Photovoltaic (PV) system. System size is relative to the space available for the PV panels
on each site. System may consist of multiple free standing modules interconnected to meet the 10
to 30 kW size requirement. Modules to be used as tree standing carports or Hee standing covers
for walkways to provide shade. These systems are to be used at public buildings to increase the
awareness of PV systems and operations and systems will be sized based on the available space.
Base pricing for 10, 15, 20, 25, and 30 kW systems are requested (systems may be rounded to the
nearest kw increment). The interconnection cost from the PV system to nearest distribution
panel will be on a case by case basis due to the variation in sites. This RFP is not all inclusive
and contractor may include other specifications or requirements they feel are necessary for a
successful venture

This RFP is released on August 1,2005 and response must be in a written proposal by
October 1, 2005. For questions or clarification of details please contact Albert Gomez (520-515
3473) or David Bane (520~515-3472)

SCOPE OF WORK - THE CONTRACTOR WILL BE RESPONSIBLE FOR THE FOLLOWING

Structural design of the supporting PV structures (carport and walkway)
One line circuit diagrams for approval by local Cooperative's engineering department
Complete wiring diagrams (tobeincluded in owner manual)
Isolation transformers as needed to meet the NEC
Purchase and installation of all components
Systems test period of 4-6 weeks prior to transfer of title of equipment to site owner

CFC DOC
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Any required Permits (Cooperative will reimburse actual cost of permits)
Meter socket on the A/C output of the inverter(s)
Interconnection with Customers electric service
Fencing around inverters and other equipment as required for security and public safety
Project to meet or exceed SunWatts standards
Basic training for site owner/ site operator
Operators Manual

THE COOPERATIVEWILL PROVIDE THEFOLLOWING

Meter to measure AC output 'from PV system to owners electric panel
Written permission from site owner to build the PV Module
Act as the point of contact with the installation Contractor on behalf of the site owner

STRUCTURAL DESIGN REQUIREMENTS

The basic structure is to support the PV cells but must be able to work as a carport with
all the required clearances. Support should be in a cantilever style to allow easy parking, spacing
on vertical supports should be in multiples of 10 feet to be able to match typical parldng lot
spacing, height should allow the parking of iii ll size passenger vans, and structure does not have
to be water proof (providing shade to vehicles is secondary to the production of energy). Sample
profile (to show intent not required design) is on page 4. Ideal stricture would have the ability to
support PV panels that would be effective if the long side of the structure is in a North-South as
well as East-West orientation

PV DES1GN REQUIREMENTS

•

PV panels shall have warranty for a minimum of 15 years to cover rated output (output
degradation not to exceed 20% over life of panel)
All system components will be UL certified
System will include isolation transformers per section 250-30 of theNEC
Polyphase inverter with voltage to match customer's system
Inverter to match capacity of project
15 year manufacturers warranty on Inverter (contractor may use an extended warranty

insurance policy to meet 15 year requirement)
Contractor will warranty repair labor at 100% for first 5 years, 66% of labor for second 5

years, and 33% of labor for remaining 5 years, (limited to warranty repairs)
Interconnection costs from site of PV system to nearest practical distribution panel will be

on a case by case basis, (site selection process will keep this as short as possible)

SUNWATTSREQUIREMENTS

One-line drawings subject to approval by local Cooperative's engineering department
Units to operate in parallel with grid
Includes protection for out of frequency problems

CFC DOC
AZ014-A-9038~CB001 (JABLONJ)
117509-1

I'll II



1 I
»

»

Low harmonics
Inverter must disconnect in the event grid power is lost
Lockable safety switch located between the inverter and meter socket

I

TRAINING REQUIREMENTS:

The Contractor wil l prov ide suff icient time with the site owner to explain how to
disconnect the system, locate inverter, identify all junction boxes between the modules, and
identify any system warning lights or displays. Contractor will also provide system manual with
basic operating instructions and all the associated warranty in formadon and manufacturer
contacts listed.

CFC DOC
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EXHIBIT D

MONTHLYDRAWDOWN SCHEDULE OF AMDUNTS TOBE ADVANCED TO THE
BORROWER PURSUANT To THE LOANAGREEMENT

DATE on WHICH PROCEEDS ARE
EXPECTED To BE EXPENDED

AMOUNTS OF PROCEEDS TO BE
EXPENDED

October 27. 2008 $280,000

CFC DOC
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LOAN AGREEMENT

LOAN AGREEMENT (this "Agreement") dated as of ,
between SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC. ("Borrower"),  a
corporation organized and existing under the laws of the State of Arizona and NATIONAL RURAL
UTiLlTIES COOPERATIVE FINANCE CORPORATION ("CFC"), a cooperative association
organized and existing under the laws of the District of Columbia.

RECITALS

WHEREAS, the Borrower has applied to CFC for a loan for the purposes set forth in
Schedule 1 hereto, and CFC is will ing to make such a loan to the Borrower on the terms and
conditions stated herein; and

WHEREAS, the Borrower has agreed to execute a promissory note to ev idence an
indebtedness in the aggregate principal amount of the CFC Commitment (as hereinafter defined).

now, THEREFORE, for and in consideration of the premises and the mutual covenants
hereinafter contained, the parties hereto agree and bind themselves as follows:

ARTICLE I

DEFINITIONS

Section 1.01 For purposes of this Agreement, the following capitalized terms shall have the
following meanings (such definitions to be equally applicable to the singular and the plural form
thereof). Capitalized terms that are not defined herein shall have the meanings as set forth in the
Mortgage.

"Accounting Requirements" shall mean any system of accounts prescribed by a federal
regulatory authority having jurisdiction over the Borrower or, in the absence thereof, the requirements
of GAAP applicable to businesses similar to that of the Borrower.

"Advance" shall mean each advance of funds by CFC to the Borrower pursuant to the terms
and conditions of this Agreement, including the Initial Advance and the Primary Advance.

"Authorized Officer of the Borrower" means the Chairman, General Manager or Chief
Financial Officer of the Borrower or any other person authorized by the Board of the Borrower so to
act or any other person performing a function similar to the function performed by any such officer or
authorized person.

"Average DSC Ratio" shall mean the average of the Borrower's two highest annual DSC
Ratios during the most recent three calendar years.

"Bond Counsel" means an attorney at law or a firm of attorneys (designated by CFC and
acceptable to the Trustee) of nationally recognized standing in matters pertaining to the tax-exempt
nature of interest or tax credits on bonds issued by states and their political subdivisions, duly
admitted to the practice of law before the highest court of any state of the United States of America

I
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.. '¥8.usI\§S.Ss. Hay" shall mean any day that both CFC and the. depository institution CFC
utilizes for furltils hz8nsfers hereunder are open for business.

"GPS Qoij1E;iltri1Qnt* shall have the mering as defined in§scljedulé 1,

. "GFG. CREB Rater' shall mean the interest rate charged by CFG=.f63? loans made Hy CFG from
phpceeédsof the CREBS which rate shall not exceed. Qne hundred and .fifty basis (150/t.oeof=
1 %) Per annum.

"Closing Dété" shall mean the date CFC issues the CREBs.

"Gods" shall mean the Internal Revenue Code Qf=1986, as supplemented and alnended.

.. ... "8omplet1on Cenlflcafe" shall mean the . certificate of the
5.01,P cry this Agreement, substantially in the form of Exhibit C hereto.

Borrower required by

K

¢

"GREBe" shall. mean the series of Securities issued .by GFC to provide finanGihg.for the
-

. c a s s Maturity Date" sham mean thématurity- date of the cREws, which shall be the
De08mb6i' 15th prior to the Maximum CREB Term Anniversary Date.

Prove GI;

"Debt Service Coverage (:'DSC°°) Rdtlo" shallmean .the ratio determined as fellows: for any
calendar yeapadd (i) Qneraiine Margins, (ii) Non-Operating Margins--interest; (iii) 1ntenest Expense
(iv) Depreelatlon and Amortization ExpeNSe, and ==(v) .cash received iN . respect Of Qétleration

andother caiiiitél credits, and dude the sum Se Obtained DY tlfesUm of ellbaymentS of
end Interest Ezipense required to made dutiNgsuCh calendar Yeah.provided, however

event.tt1€lf.éNy 81'09l-ll'!¥€3E Long-Ter[nl;)ebt hasbeen retlnarlced du!1l'*Q such yeaié,tl'je
of ErinCiEial"and..lhtere$t1E5€;§ense tO .be .irliade .uNrig sl,1cli.year,.6l§ eccoiiiitbf

aniouNtefgOng-Term=Debt shall be .based (lfi'lieu. of aerial PayMents. required ie/ie
medeiOnsUch refinanoed=a unt.of.l;eNQ-Term l8ebt) upon the larger of (I) aN ennualizmon.of8 the

required t6"|Qe made WitlilfeSpect tO refinancing debt during the portion: et sufi lear
Seeliietinancing debtis outstanding. or (ii) the payment of Egindpal and Interest Expense reqléiliiéd tO
be fliédédunng the following year OilaCCOunt of. such refinancing debt

Defgisilt Rate".shall mean a rate per arum equality one .huhdréd and Mybasis.pbints
Q1561113194%)

I-!¢pl?é§latlql8 and AmortlzatI¢n.. Expense' shall .mean an cranéiitutI"ng .the
¥9l9i?é'?9$=iati9n andaméiinitizatiqn of the Bomber oonfputed pursu.ant to AooountlnQ"Rei1ulremeiits

Qététmigpatiqgp qt'Tax Greet Ineligibility" shall mean a .detélfiiiiignajtjian 9141 .gpafllggtgr
qvaliiii for a 138 éiiedit for the Owner ,tn¢;¢§.Qf,a;4nden Qfilie

wliicli=¢Mé¢ti§fna§i6n.shal1 deemed tohéve been made .upper lliééarziirrerlcre irét ta
of tlieifollaiifzing

(ea .. .
aft ax

éiiirpcsnéd by=§v\4lii£én.oi2iNi6fiaiif.Bond Counsel Tb that efteétpar

'8'SiQi)}§c8fit 1i|<sea11ioouusam a
. i t  suzi; is

i
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(b) the date on which CFC shall receive notice in writing that the Trustee has been
advised by the owner of any Security that a particular series of Securities does not qualify for
a tax credit for the owner thereof, based upon a final determination made either by: (A) the
Internal Revenue Service in a published or private ruling or technical advice memorandum or
(B) any court of competent jurisdiction in the United States of America, as a result of a failure
by CFC or any borrower to observe any agreement or representation in the Tax Compliance
Agreement or a Loan Agreement or Project Agreement relating to the proceeds of the
Securities. Any such determination will not be considered final for this purpose unless the
Owner of the Securities involved in the proceeding or action resulting in the determination (i)
gives CFC and the Trustee prompt written notice of the commencement thereof and (ii) if
CFC agrees to pay all expenses in connection therewith and to indemnify such Owner of the
Securities against all liabilities in connection therewith, offers CFC an opportunity to contest
the determination, either directly or in the name of the Owner of the Securities, and until
conclusion of any review, if sought.

"Distributions" shall mean, with respect to the Borrower, any dividend, patronage refund,
patronage capital retirement or cash distribution to its members, or consumers (including but not
limited to any general cancellation or abatement of charges for electric energy or services fumlshed
by the Borrower). The term "Distribution" shall not include (a) a distribution by the Borrower to the
estate of a deceased patron, (b) repayment by the Borrower of a membership fee upon termination of
a membership, or (c) any rebate to a patron resulting from a cost abatement received by the
Borrower, such as a reduction of wholesale power cost previously incurred.

"Draw Period" shall have the meaning as described in Schedule 1 hereto.

, handling, manufacture, generation,
distribution, transport, release of or exposure to any Hazardous Material.

"EnvlronmentaI Laws" shall mean all laws, rules and regulations promulgated by any
Governmental Authority, with which Borrower is required to comply, regarding the use, treatment,
discharge, storage, management processing, recycling,

"Equity" shall mean the aggregate of the Borrower's equities and margins computed
pursuant to Accounting Requirements.

"Event of Default" shall have the meaning as described in Article VI hereof.

"Funds Requisition Statement" shall mean the certificate of the Borrower, in the form set
forth as Exhibit A to this Agreement, by which the Borrower will obtain an advance of funds from CFC
under the Loan.

"GAAP" shall mean generally accepted accounting principles set forth in the opinions and
pronouncements of the Accounting Principles Board and the American Institute of Certified Public
Accountants and statements and pronouncements of the Financial Accounting Standards Board.

"Governmental Authority" shall mean the government of the United States of America, any
other nation or government, any state or other political subdivision thereof, whether state or local,
and any agency, authority, instrumentality, regulatory body, court or other entity exercising executive,
legislative, judicial, taxing, regulatory or administrative Powers or functions of or pertaining to
government.

"Hazardous Material" shall mean any (a) petroleum or petroleum products, radioactive
materials, asbestos-containing materials, polychlorinated biphenyls, lead and radon gas, and (b) any
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other substance designated as hazardous or toxic or as a pollutant or contaminant under any
Environmental Law.

"Indenture"shall mean the Indenture between CFC and U.S. Bank Trust Company National
Association, relating to the first issue of Securities, pursuant to which the Securities, including the
CREBs are issued, as supplemented and amended.

"Initial Advance" shall mean the Advance made by CFC on the Closing Date pursuant to
Section 3.02.A hereof to fund a portion of CFC's costs in issuing the CREBs attributable to the CFC
Commitment, including, but not limited to, original issue discount, underwriting discount and other
costs of issuance, including, without limitation, rating agency easts and legal, underwriting and
Trustee expenses.

"Interest Expense" shall mean an amount constituting the interest expense with respect to
Long-Term Debt of the Borrower computed pursuant to Accounting Requirements. In computing
Interest Expense, there shall be added, to the extent not otherwise included, an amount equal to 33-
1/3% of the excess of Restricted Rentals paid by the Borrower over 2% of the Borrower's Equity.

"Lien" shall mean any statutory or common law consensual or non-consensual mortgage,
pledge, security interest, encumbrance, lien, right of set off, claim or charge of any kind, including,
without limitation, any conditional sale or other title retention transaction, any lease transaction in the
nature thereof and any secured transaction under the Uniform Commercial Code.

"Loan" shall mean the loan made by CFC to the Borrower, pursuant to this Agreement and
the Note, in an aggregate principal amount not to exceed the CFC Commitment.

"Loan Capital Term Certificate" or "LCTC" shall mean a certificate, or book entry form of
account. evidencing the Borrower's purchase of equity in CFC.

"Loan Documents" shall mean this Agreement, the Note, the Mortgage, the Project
Agreement and all other documents or instruments executed, delivered or executed and delivered by
the Borrowerand evidencing,securing.governing or otherwise pertaining to, the Loan.

"Long-Term Debt" shall mean an amount constituting the long-term debt of the Borrower
computedpursuant toAccounting Requirements.

"Maturity Date" shall mean the Payment Date immediately prior to the CREB Maturity Date
permitted for the CREBs underSection 54(e)(2) of the Code as in effect on the Closing Date.

"Maximum CREB Term Anniversary Date" shall mean the anniversary of the Closing Date
that occurs at the maximum term permitted for the CREBs under Section 54(e)(2) of the Code as in
effect on the Closing Date.

"Mortgage'° shall havethe meaning asdescribedin Schedule 1 hereto.

"Mortgaged Property" shall have the meaning ascribed to it in the Mortgage.

"Non-Operating Margins-Interest" shall mean the amount representing the interest
component of non-operating margins of the Bon'ower computed pursuant to Accounting
Requirements.
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"Note" shall mean the secured promissory note, payable to the order of CFC, executed by
the Borrower, dated as of even date herewith, pursuant to this Agreement as identified on Schedule
1 hereto and shall include any substitute note or modification thereto.

"Obligations" shall mean any and all liabilities, obligations or indebtedness owing .by the
Borrower to CFC, of any kind or description, irrespective of whether for the payment of money,
whether direct or indirect, absolute or contingent, due or to become due, now existing or hereafter
arising.

"Operating Margins" shall mean the amount of patronage capital and operating margins of
the Borrower computed pursuant to Accounting Requirements.

"Payment Date" shall mean the first (1st) day of each of March, June and September and
December.

"Payment Notice" shall mean a notice furnished by CFC to the Borrower that indicates the
amount of each payment of interest or interest and principal and the total amount of each payment
due.

"Permitted Encumbrances" shall have the meaning ascribed to it in the Mortgage.

"Person" shall mean natural persons, cooperatives, corporations, limited liability companies,
limited partnerships, general partnerships, limited liability partnerships, joint ventures, associations,
companies, trusts or other organizations, irrespective of whether they are legal entities, and
Governmental Authorities.

"Primary Advance" shall mean the Advance made by CFC to the Borrower pursuant to
Section 3.02.B hereof two Business Days after the Closing Date to reimburse Borrower for costs of
the Project.

"Principal" shall mean the amount of principal billed on account of Long~Term Debt of the
Borrower computed pursuant to Accounting Requirements.

"Project" shall mean the project being financed pursuant to the Loan, as further described in
Schedule 1.

"Project Account" means an account created pursuant to the Indenture within the Project
Fund related to the CREBs.

"Project Agreement" shall mean the Project Agreement, dated as of even date herewith,
executed by the Borrower with respect to the Project and the CREBs.

"Project Fund" means the Project Fund created and identified as such in the Indenture.

"Restricted Rentals" shall mean all rentals required to be paid under finance leases and
charged to income, exclusive of any amounts paid under any such lease (whether or not designated
therein as rental or additional rental) for maintenance or repairs, insurance, taxes, assessments,
water rates or similar charges. For the purpose of this definition the term "finance lease" shall mean
any lease having a rental term (including the term for which such lease may be renewed or extended
at the option of the lessee) in excess of three (3) years and covering property having an initial cost in
excess of $250,000 other than automobiles, trucks, trailers, other vehicles (including without
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limitation aircraft and ships), office, garage and warehouse space and office equipment (including
without limitation computers).

E=

"Securities" shall mean one or more series of clean renewable energy bonds issued by CFC
under the Indenture.

"Subsidiary" as to any Person, shall mean a corporation, partnership, limited partnership,
limited liability company or other entity of which shares of stock or other ownership interests having
ordinary voting power (other than stock or such other ownership interests having such power only by
reason of the happening of a contingency) to elect a majority of the board of directors or other
managers of such entity are at the time owned, or the management of which is otherwise controlled,
directly or indirectly through one or more intermediaries, or both, by such Person. Unless otherwise
qualif ied, all references to a "Subsidiary" or to "Subsidiaries" in this Agreement shall refer to a
Subsidiary or Subsidiaries of the Borrower.

\

"Tax Compliance Agreement" means a tax compliance certificate and agreement of CFC
with respect to a senses of Securities, aS accepted by the Trustee, as amended.

'°Termination Certificate" shal l  mean the cert i f i cate of  the Borrower requi red by
Section 5.01 .Q of this Agreement, substantially in the form of Exhibit D hereto.

"Total Assets" shall mean an amount constituting the total assets of the Borrower computed
pursuant to Accounting Requirements.

"Total Utility Plant" shall mean the amount constituting the total utility plant of the Borrower
computed pursuant to Accounting Requirements.

"Trustee" shall mean U.S. Bank Trust Company National Association and its successors and
assigns.

ARTICLE ll

REPRESENTATIONS AND WARRANTIES

Section 2.o1 The Borrower represents and warrants to CFC that as of the date of this
Agreement:

A. Good Standing. The Borrower is duly organized, validly existing and in good
standing under the laws of the jurisdiction of its incorporation or organization, is duly qualified to do
business and is in good standing in those states in which it is required to be qualified to conduct its
business. The Borrower is a member in good standing of CFC.

B. Subsidiaries and Ownership. Schedule 1 hereto sets forth a complete and accurate
list of the Subsidiaries of the Borrower showing the percentage of the Borrower's ownership of the
outstanding stock, membership interests or partnership interests, as applicable, of each Subsidiary.

c . Authority; Validity. The Borrower has the power and authority to enter into this
Agreement, the Note, the Project Agreement and the Mortgage, to make the borrowing hereunder, to
execute and deliver all documents and instruments required hereunder and to incur and perform the
obligations provided for herein, in the Note, in the Project Agreement and in the Mortgage, all of
which have been duly authorized by all necessary and proper action, and no consent or approval of
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any Person, including, as applicable and without limitation, members of the Borrower, which has not
been obtained is required as a condition to the validity or enforceability hereof or thereof.

Each of this Agreement, the Note, the Project Agreement and the Mortgage is, and when fully
executed and delivered will be, legal, valid and binding upon the Borrower and enforceable against
the Borrower in accordance with i ts terms, subject to appl icable bankruptcy, insolvency,
reorganization, moratorium or other laws affecting creditors' rights generally and subject to general
principles of equity. .

D. No Conflicting Agreements. The execution and delivery of the Loan Documents
and performance by the Borrower of the obligations thereunder, and the transactions contemplated
hereby or thereby, will not: (i) violate any provision of law, any order, rule or regulation of any court or
other agency of government, any award of any arbitrator, the articles of incorporation or by-laws of
the Borrower, or any indenture, contract, agreement, mortgage, deed of trust or other instrument to
which the Borrower is a party or by which it or any of its property is bound, or (it) be in conflict with,
result in a breach of or constitute (with due notice and/or lapse of time) a default under, any such
award, indenture, contract, agreement, mortgage, deed of trust or other instrument, or result in the
creation or imposition of any Lien (other than contemplated hereby) upon any of the property or
assets of the Borrower.

The Borrower is not in default in any material respect under any agreement or instrument to which it
is a party or by which it is bound and no event or condition exists which constitutes a default, or with
the giving of notice or lapse of time, or both, would constitute a default under any such agreement or
instrument.

Taxes. The Borrower, and each of its Subsidiaries, has filed or caused to be filed all
federal, state and local tax returns which are required to be filed and has paid or caused to be paid
all federal, state and local taxes, assessments, and governmental charges and levies thereon,
including interest and penalties to the extent that such taxes, assessments, and governmental
charges and levies have become due, except for such taxes, assessments, and governmental
charges and levies which the Borrower or any Subsidiary is contesting In good faith by appropriate
proceedings for which adequate reserves have been set aside.

E.

F. Licenses and Permits. The Borrower has duly obtained and now holds all licenses,
permits, certifications, approvals and the like necessary to own and operate its property and business
that are required by Governmental Authorities and each remains valid and in full fame and effect.

G. Litigation. There are no outstanding judgments, suits, claims, actions or proceedings
pending or, to the knowledge of the Borrower, threatened against or affecting the Borrower, its
Subsidiaries or any of their respective properties which, if adversely determined, either individually or
collectively, would have a material adverse effect upon .the business, operations, prospects, assets,
liabilities or financial condition of the Borrower or its Subsidiaries. The Borrower and its Subsidiaries
are not, to the Borrower's knowledge, in default or violation with respect to any judgment, order, writ,
injunction, decree, rule or regulation of any Governmental Authority which would have a material
adverse effect upon the business, operations, prospects, assets, liabilities or financial condition of the
Borrower or its Subsidiaries.

H. Financial Statements. The balance sheet of the Borrower as at the date identified in
Schedule 1 hereto, the statement of operations of the Borrower for the period ending on said date,
and the interim financial statements of the Borrower all heretofore furnished to CFC, are complete
and correct. Said balance sheet fairly presents the financial condition of the Borrower as at said date
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and said statement of operations fairly reflects its operations for the period ending on said date. The
Borrower has no contingent obligations or extraordinary forward or long-term commitments except as
specifically stated in said balance sheet or herein. There has been no material adverse change in
the financial condition or operations of the Borrower from that set forth in said financial statements
except changes disclosed in writing to CFC prior to the date hereof.

I. Borrower's Legal Status. Schedule 1 hereto accurately sets forth: (i) the Borrower's
exact legal name, (ii) the Borrower's organizational type and jurisdiction of organization, (iii) the
Borrower's organizational identification number or accurate statement that the Borrower has none,
and (iv) the Borrower's place of business or, if more than one, its chief executive office as well as the
Borrower's mailing address if different.

J. Required Approvals. Other than the CREBs allocation received from the Internal
Revenue Service, no license, consent or approval of any Governmental Authority is required to
enable the Borrower to enter into this Agreement, the Project Agreement, the Note and the
Mortgage, or to perform any of its Obligations provided for in such documents, including without
limitation (and if applicable), that of any state public utilities commission, any state public service
commission, and the Federal Energy Regulatory Commission, except as disclosed in Schedule 1
hereto, all of which the Borrower has obtained prior to the date hereof.

K. Compliance With Laws. The Borrower and each Subsidiary is in compliance, in all
material respects, with all applicable requirements of law and all applicable rules and regulations of
each Governmental Authority.

To the Borrower's knowledge, information and belief, neither this
Agreement nor any document, certificate or financial statement furnished to CFC by or on behalf of
the Borrower in connection herewith (all such documents, certificates and financial statements, taken
as a whole) contains any untrue statement of a material fact or omits to state any material fact
necessary in order to make the statements contained herein and therein not misleading.

L. Disclosure.

M. No Other Liens. As to property which is presently included in the description of
Mortgaged Property, the Borrower has not, without the prior written approval of CFC, executed or
authenticated any security agreement or mortgage, or filed or authorized any financing statement to
be filed with respect to assets owned by it, other than security agreements, mortgages and financing
statements in favor of CFC, except as disclosed in writing to CFC prior to the date hereof or relating
to Permitted Encumbrances

N Environmental Matters. Except as to matters which individually or in the aggregate
would not have a material adverse effect upon the business or financial condition of the Bon'ower or
its Subsidiaries, (i) Borrower is in compliance with all Environmental Laws (including, but not limited
to, having any required permits and licenses), (ii) there have been no releases (other than releases
remediated in compliance with Environmental Laws) from any underground or aboveground storage
tanks (or piping associated therewith) that are or were present at the Mortgaged Property, (iii)
Borrower has not received written notice or claim of any violation of any Environmental Law, (iv)
there is no pending investigation of Borrower in regard to any Environmental Law, and (v) to the best
of Borrower's knowledge, there has not been any release or contamination (other than releases or
contamination remediated in compliance with Environmental Laws) resulting from the presence of
Hazardous Materials on property owned, leased or operated by the Borrower

O Project Agreement. As set forth in the Project Agreement, the Project constitutes "a
qualified project" as defined in Section 54(d)(2)(A) of the Code. As set forth in the Project Agreement
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the Borrower constitutes currently, and will remain through the period that the CREBs remain
outstanding, "a Qualified Borrower", meaning a (i) mutual or cooperative electric company described
in Sections 501(c)(12) or 1381(a)(2)(C) of the Code, or (ii) a Governmental Body, which is defined as
any state, territory possession of the U.S., the District of Columbia, india tribal government, and any
political subdivision thereof. The statements, information and descriptions contained in the Project
Agreement are true, correct and complete, and do not contain any untrue statement or misleading
statement of a material fact, and do not omit to state a material fact required to be stated therein or
necessary to make the statements, informationanddescriptions contained therein, in the light of the
circumstances under which they were made, not misleading, and the estimates and the assumptions
contained in the Project Agreement are reasonable and based on the best information available to
the Borrower.

ARTICLE Ill

LOAN

Section 3.01 Definitions.For purposes of this Article 3, the following capitalized terms shall
have the following meanings:

"Borrower's Annual Bond Repayment Amount" shall mean the amount determined by
dividing the CFC Commitment by the number of years from the Closing Date to the Maximum CREB
Term Anniversary Date, which amount shall be recalculated on the date CFC rescinds any excess
moneys pursuant to Section 3.05 or 3.06 hereof.

"Quarterly Bond Deposit Amount" shall mean for each Payment Date, the amount
determined by subtracting from the Quarterly Bond Repayment Amount the principalamount payable
by the Borrowerpursuant to Section 3.03.A(ii)(b)(1) on such Payment Date.

"Quarterly Bond Repayment Amount" shall mean one-fourth (%) of the Borrowers Annual
Bond RepaymentAmount.

Section 3.02 Advances. The obligation of the Borrower to repay the Advances shall be
evidenced by the Note. The aggregate amount of all Advances made hereunder shall not exceed the
CFC Commitment. At the end of the Draw Period, CFC shall have no further obligation to make
Advances.

A. Initial Advance. Borrower hereby agrees that on the Closing Date, CFC shall
automatically, and without action by Borrower, make the Initial Advance. On the Closing Date, CFC
shall notify Borrower of the final amount of the Initial Advance and the amount of the CFC
Commitment remaining for Borrower to subsequently Advance.

B. SubsequentAdvances.

(i) The Borrower may submit a request for the Primary AdvanCe to CFC in writing (which
may be submitted by facsimile) no laterthan12:00 noon local time at CFC's offices in
Herndon, Virginia seven Business Days prior to the Closing Date. The Primary
Advance may be requested in any amount up to the CFC Commitment. CFC shall
make the Primary Advance two Business Days after the Closing Date in the lesser of
(i) the aggregate amount of such requested Primary Advance, and (ii) the amount of
the CFC Commitment less the amount of the Initial Advance.
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(ii) Except as set forth in 3.02.A and 3.02.B(i) hereof, the Borrower shall submit its
request for an Advance to CFC in writing (which may be submitted by facsimile) no
later than 12:00 noon local time at CFC's offices in Herndon, Virginia at least two (2)
Business Days prior to the last Business Day of any calendar month. Borrower may
make multiple requests for Advances during any calendar month in any amount so
long as the aggregate amount of all Advances requested in such month is in an
amount not less than $100,000.00, provided, however that at such time as there
remains less than $100,000.00 available for Advance hereunder, Borrower may
request the entirety of such remaining amount. CFC shall make a single Advance to
Borrower on the first Business Day of the calendar month following Borrowers
request(s) for an Advance. Such Advance shall be in the aggregate amount of all
Advances requested by Borrower in the prior month, providedhowever that at such
time as there remains less than $100,000.00 available for Advance hereunder and
Borrower requests the entirety of such remaining amount, CFC shall Advance the
entirety of such remaining amount.

Section 3.03 Interest Rate and Payment. The Note shall be payable and bear interest as
follows:

Payments; Maturity; Amortization.

(i) The Note shallbe due and payable on the Maturity Date.

A.

(ii) On each Payment Date, the Borrower shall promptly pay the following:

(a) accrued interest on the principal amount of the Loan outstanding less the amount
of the Initial Advance, and

(b) the Quarterly Bond Repayment Amount, consisting of:

(1) the principal amount due on any outstanding Advances, determined on the
basis of a quarterly amortization schedule from the date of each Advance,
and

(2) the QuarterlyBondDeposit Amount.

(iii) If not sooner paid, any amount due on account of the unpaid principal, interest
accrued thereon and fees, if any, shall be due and payable on the Maturity Date.

(iv) Each Advance shall amortize on a level principal payment basis from the date thereof
through the Maturity Date.

(v) CFC will furnish to the Borrower a Payment Notice at least ten (10) days before each
Payment Date, provided, however, that CFC's failure to send a Payment Notice shall not constitute a
waiver by CFC or be deemed to relieve the Borrower of its obligation to make payments as and when
due as provided for herein.

(vi) No provision of this Agreement or of any Note shall require the payment, or permit the
collection, of interest in excess of the highest rate permitted by applicable law.
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Borrower agrees that the records of and all computations by, CFC (in whatever media they are
recorded 1
Amount due on the Loan shall be conclusive in the absence of manifest error.

or maintained) as to the amount of principal, interest fees and Quarterly Bond Deposit

B. Application of Payments. Each payment shall be applied to the Loan, first to any
fees, costs, expenses or charges other than interest or principal, second to interest accrued, third to
the Quarterly Bond Deposit Amount and the balance to principal.

C. Application of Bond Repayment Deposit. At such time as the aggregate amount
billed by CFC in any calendar year on account of amortized principal under this Agreement exceeds
the Borrower's Annual Bond Repayment Amount for such year, CFC shall apply a portion of the
Borrower's prior payments of the Quarterly Bond Deposit Amount in the amount of such overage to
principal then due. Until such time, Borrower's payments of the Quarterly Bond DepoSit Amount shall
not reduce the amount of principal outstanding and subject to amortization. Any amount paid by the
Borrower under this Agreement on account of the Quarterly Bond Deposit Amount in excess of the
principal amount of the fully advanced Loan shall be refunded to the Borrower on the Maturity Date.

D. Interest Rate Computation. Each Advance except the Initial Advance shall bear
interest at the CFC CREB Rate which shall apply until the Maturity Date. The Initial Advance shall
not bear interest. Interest on Advances shall be computed on the basis of a 30-day month and 360-
day year.

Section 3.04. Extraordinary Obllgation to Prepay. Upon a Determination of Tax Credit
Ineligibility that subjects the CREBs to an extraordinary mandatory redemption due to a failure of the
Borrower to observe any agreement or representation in this Loan Agreement (as more particularly
described in paragraph (b) of the defined term "Determination of Tax Credit Ineligibility"), the
Borrower shall prepay the Loan, or such part thereof as determined by CFC, at such times and in
such amounts as determined by CFC within sixty (60) days of such determination together with a
prepayment premium prescribed by CFC pursuant to its policies of general application in effect from
time to time.

Section 3.05. Rescission of Excess Moneys; Fee. If the Borrower has not drawn down
the full amount of the CFC Commitment at (i) the time of filing the Completion Certificate under
Section 5.01 P. hereof, (ii) the time of filing the Termination Certificate under 5.01Q. hereof, (iii) a
DeterminatiOn of Tax Credit Ineligibility or (iv) the end of the Draw Period, a corresponding rescission
of the amount of principal available to be drawn on the Note as calculated by CFC shall automatically
be made without further action by the Borrower. CFC shall release the Borrower from its obligations
hereunder as to such rescinded portion, provided the Borrower complies with such terms and
conditions as CFC may impose for such release including, without limitation, payment of any
rescission fee that CFC may from time to time prescribe, pursuant to its policies of general
application.

Section 3.06. Cancellation of Excess Moneys. If the Borrower has not drawn down the full
amount of the CFC Commitment at the time CFC determines that it will cease making Advances
hereunder pursuant to Section 7.01 hereof, a corresponding cancellation of the amount of principal
available to be drawn on the Note as calculatedby CFC shall automatically be made without action
by the Borrower.

Section3.07. Default Rate. If Borrower defaults on its obligation to make a payment due
hereunder by the applicable Payment Date, and such default continues for thirty days thereafter, then
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beginning on the thirty-first day after the Payment Date and for so long as such default continues,
Advances shalt bear interest at the Default Rate.

Section 3.08. Patronage Capital; Interest Rate Discounts. No patronage capital shall be
earned, and no interest rate discounts shall apply, to the Loan.

Section 3.09. Optional Prepayment. Except for prepayments made pursuant to
Section 3.04 hereof, no prepayment of any Advance, in whole or in part, may be made by the
Borrower.

ARTICLE IV

CONDITIONS OF LENDING

Section 4.01 The obl igation of  CFC to make any Advance hereunder is subject to
satisfaction of the following conditions in form and substance satisfactory to CFC:

A. Legal Matters. All legal matters incident to the consummation of the transactions
hereby contemplated shall be satisfactory to counsel for CFC.

B. Documents. CFC shall have been furnished with (i) the executed Loan Documents,
(ii) certified copies of all such organizational documents and proceedings of the Borrower authorizing
the transactions hereby contemplated as CFC shall require, (iii) an opinion of counsel for the Borrow-
er addressing such legal matters as CFC shall reasonably require, and (iv) all other such documents
as CFC may reasonably request.

C. Government Approvals. The Borrower shall have furnished to CFC true and correct
copies of all certif icates. authorizations, consents, permits and licenses from Governmental
Authorities necessary for the execution or delivery of the Loan Documents or performance by the
Borrower of the obligations thereunder.

D. Representations and Warranties. The representations and warranties contained in
Article II shall be true on the date of the making of each Advance hereunder with the same effect as
though such representations and warranties had been made on such date, no Event of Defauft and
no event which, with the lapse of time or the notice and lapse of time would become such an Event of
Default, shall have occurred and be continuing or will have occulTed after giving effect to each
Advance on the books of the Borrower, there shall have occurred no material adverse change in the
business or condition, financial or otherwise, of the Borrower, and nothing shall have occurred which
in the opinion of CFC materially and adversely affects the Borrower's ability to perform its obligations
hereunder.

E. Mortgage Recordatlon. The Mortgage (and any amendments, supplements or
restatements as CFC may require from time to time) shall have been duly filed, recorded or indexed
in all jurisdictions necessary (and in any other jurisdiction that CFC shall have reasonably requested)
to provide CFC a lien, subject to Permitted Encumbrances, on all of the Borrower's real properly, all
in accordance with applicable law, and the Borrower shall have paid all applicable taxes, recording
and tiling fees and caused satisfactory evidence thereof to be furnished to CFC.

F. UCC Filings. Uniform Commercial Code financing statements (and any continuation
statements and other amendments thereto that CFC shall require from time to time) shall have been
duly filed, recorded or indexed in all jurisdictions necessary (and in any other jurisdiction that CFC
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shall have reasonably requested) to provide CFC a perfected security interest, subject to Permitted
Encumbrances, in the Mortgaged Property which may be perfected by the filing of a f inancing
statement, all in accordance with applicable law, and the Borrower shall have paid all applicable
taxes, recording and filing fees and caused satisfactory evidence thereof to be furnished to CFC.

G. Requisitions. The Borrower will requisition each Advance by submitting its written
requisition to CFC in the form attached as Exhibit A he reno. Requisitions for Advances shall be made
only for the purposes set forth in Schedule 1 hereto.

H. Other lnformation. The Borrower shall have furnished such other information as
CFC may reasonably require, including but not limited to (i) information regarding the specific
purpose for an Advance and the use thereof, (ii) feasibility studies, cash flow projections, financial
analyses and pro forma f inancial statements suff icient to demonstrate to CFC's reasonable
satisfaction that after giving effect to the Advance requested, the Borrower shall continue to achieve
the DSC ratio set forth in Seetion 5.01.A herein, to meet all of its debt service obligations, and
otherwise to perform and to comply with all other covenants and conditions set forth in this
Agreement, and (iii) any other information as CFC may reasonably request. CFC's obligation to
make any Advance hereunder is conditioned upon prior receipt and approval of the Borrower's
written requisition and other information and documentation, if any, as CFC may have requested
pursuant to this paragraph.

I. Issuance of Bonds. CFC shall have issued CREBs in an amount not less than the
CFC Commitment.

J. CREB Allocation. CFC shall have received an allocation in the amount of the CFC
Commitment from the U.S. Department of Treasury for the Borrower's Project under its Securities
program.

K. Tax Credit ineligibility. There shall have occurred no Determination of Tax Credit
Ineligibility with regard to the Borrower or the Project.

L. Bring Down Certificate. Two (2) Business Days prior to the Closing Date, the
Borrower shall furnish CFC with a certificate of an Authorized Officer of the Borrower in the form of
Exhibit B hereto, certifying that all of the representations and warranties set forth in Article II hereof
are true on the Closing Date.

ARTICLE v

COVENANTS

Section s.04 Affirmative Covenants. The Borrower covenants and agrees with CFC that
until payment in full of the Note and performance of all obligations of the Borrower hereunder:

A. Financial Ratios; Design of Rates. The Borrower shall achieve an Average DSC
Ratio of not less than 1.35. The Borrower shall not decrease its rates for electric service if it has
failed to achieve a DSC Ratio of 1.35 for the calendar year prior to such reduction subject only to an
order from a Governmental Authority properly exercising jurisdiction over the Borrower.

B. Loan Proceeds. The Borrower shall use the proceeds of this Loan solely for the
purposes identified on Schedule 1 hereto.
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c. Notice. The Borrower shall promptly notify CFC in writing of:

any material adverse change in the business, operations, prospects, assets, liabilities(i)
or financial condition of the Borrower,

(ii)
involving the Borrower which could materially affect the business, operations, prospects, assets,
liabilities or financial condition of the Borrower;

the institution or threat of any litigation or administrative proceeding of any nature

(iii) the occurrence of an Event of Default hereunder, or any event that, with the giving of
notice or lapse of time, or both, would constitute an Event of Default.

D. Default Notices. Upon receipt of  any notices with respect to a default by the
Borrower under the terms of any evidence of any indebtedness with parties other than CFC or of any
loan agreement, mortgage or other agreement relating thereto, the Borrower shall deliver copies of
such notice to CFC.

E. Annual Certificates.

by the Borrower's General Manager or Chief Executive Officer, stating that during such year,
to the best of said person's knowledge, the Borrower has fulfilled all of its obligations under this
Agreement, the Project Agreement, the Note, and the Mortgage throughout such year or, if there has
been a default in the fulfillment of any such obligations, specifying each such default known to said
person and the nature and status thereof.

(i) within one hundred twenty (120) days af ter the close of  each calendar year,
commencing with the year in which the initial Advance hereunder shall have been made, the
Borrower will deliver to CFC a written statement in form and substance satisfactory to CFC, signed

and that

(ii) The Borrower shall deliver to CFC within one hundred twenty (120) days of CFC's
written request, which shall be no more frequently than once every year, a certification, in form and
substance satisfactory to CFC, regarding the condition of the Mortgaged Property prepared by a
professional engineer satisfactory to CFC. The Borrower shall also deliver to CFC such other
information as CFC may reasonably request from time to time.

F. Loan Capital Term Certificate Purchase. The Borrower will purchase LCTCs, if
required, in an amount calculated pursuant to CFC's policies of general application and shall pay for
such LCTCs as required thereby. CFC's policies with respect to such LCTCs are set forth in
Schedule 1.

G. Financial Books; Financial Reports; Right of Inspection. The Borrower will at all
times keep, and safely preserve, proper books, records and accounts in which full and true entries
will be made of all of the dealings, business and affairs of the Borrower, in accordance with
Accounting Requirements. When requested by CFC, the Borrower will prepare and furnish CFC
from time to time, periodic financial and statistical reports on its condition and operations. All of such
reports shall be in such form and include such information as may be specified by CFC. Within one
hundred twenty (120) days of the end of each calendar year during the term hereof, the Bon'ower
shall furnish to CFC a full and complete report of its f inancial condition and statement of its
operations as of the end of such calendar year, in form and substance satisfactory to CFC. In
addition, within one hundred twenty (120) days of the end of each the Borrower's fiscal years during
the term hereof, the Borrower shall furnish to CFC a full and complete consolidated and consolidating
report of its financial condition and statement of its operations as of the end of such fiscal year
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audited and certified by independent certified public accountants nationally recognized or otherwise
satisfactory to CFC and accompanied by a report of such audit in form and substance satisfactory to
CFC, including without limitation a consolidated and consolidating balance sheet and the related
consol idated and consol idat ing statements of  income and cash f low. CFC, through i ts
representatives, shall at all times during reasonable business hours and upon prior notice have
access to, and the right to inspect and make copies of, any or all books, records and accounts, and
any or all invoices, contracts, leases, payrolls, canceled checks, statements and other documents
and papers of every kind belonging to or in the possession of the Borrower or in anyway pertaining to
its properly or business.

H. Notice of Additional Secured Debt. The Borrower will notify CFC promptly in writing
if it incurs any additional secured indebtedness other than indebtedness to CFC or indebtedness
otherwise provided for in the Mortgage.

I. Funds Requisltion. The Borrower agrees (i) that CFC may rely conclusively upon the
written instructions submitted to CFC in the Borrowel*s written request for an Advance hereunder,
(ii) that such instructions shall constitute a covenant under this Agreement to repay the Advance in
accordance with such instructions, the applicable Note, the Mortgage, the Project Agreement and
this Agreement, and (iii) to request Advances only for the purposes set forth in Schedule 1 hereto.

J. Compliance With Laws. The Borrower and each Subsidiary shall remain in
compliance, in all material respects, with all applicable requirements of law and applicable rules and
regulations of each Governmental Authority.

K. Taxes. The Borrower shall pay, or cause to be paid all taxes, assessments or
governmental charges lawfully levied or imposed on or against it and its properties prior to the time
they become delinquent, except for any taxes, assessments or charges that are being contested in
good faith and with respect to which adequate reserves as determined in good faith by the Borrower
have been established and are being maintained.

L. Further Assurances. The Borrower shall execute any and all further documents,
financing statements, agreements and instruments, and take all such further actions (including the
filing and recording of financing statements, fixture filings, mortgages, deeds of trust and other
documents), which may be required under any applicable law, or which CFC may reasonably
request, to effectuate the transactions contemplated by the Loan Documents or to grant, preserve,
protect or perfect the Liens created or intended to be created thereby. The Borrower also agrees to
provide to CFC, from time to time upon request, evidence reasonably satisfactory to CFC as to the
perfection and priority of the Liens created or intended to be created by the Loan Documents.

Environmental Covenants. Borrower shall:

(i) at its own cost, comply in all material respects with all applicable Environmental Laws,
including, but not limited to, any required remediation, and

(ii) i f  i t  receiv es any written communication alleging Borrower's v iolation of any
Environmental Law, provide CFC with a copy thereof within ten (10) Business Days after receipt, and
promptly take appropriate action to remedy, cure, defend, or otherwise affirmatively respond to the
matter.

N. Limitations on Loans, Investments and Other Obligations. The aggregate amount
of all purchases, investments, loans, guarantees, commitments and other obligations described in
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Section 5.02.D(i) of this Agreement shall at all times be less than fifteen percent (15%) of Total Utility
Plant or fifty percent (50%) of Equity, whichever is greater.

o . Tax Status of the CREBs. The Borrower shall utilize the Project or cause it to be
utilized as provided in the Project Agreement until the CREB Maturity Date. No use will be made of
the proceeds of the CREBs other than as set forth herein and in the Project Agreement and no
changes will be made in the Project or in the operation or beneficial use thereof (including, without
limiting the generality of the foregoing, the use of the Project by the Borrower or any related person)
without an opinion of Bond Counsel that such a use or change will not adversely affect the eligibility
of the CREBs to qualify for a tax credit for the owner thereof, for federal income tax purposes. The
Borrower agrees and warrants that it will not take or authorize or permit any action to be taken and
has not taken or authon'zed or permitted any action to be taken and will not fail to take any action to
comply with the Project Agreement which adversely affects the eligibility of the CREBs to qualify for a
tax credit for the owner thereof, for federal income tax purposes. This agreement and warranty shall
survive the termination of this Agreement.

p.
completion of the Project, a Completion Certificate signed by an Authorized Officer of the Borrower.

Completion Certificate. The Borrower shall submit to CFC within 30 days after the

Q. Termination Certif icate. If the Borrower determines that the Project will not be
completed as described in Section 5.01.P above, then the Borrower shall  submit to CFC a
Termination Certificate, within 30 days of a determination that:

(i)
Project, and

no further acquisition, construction or installation will occur with respect to the

(ii) the Borrower does not intend to make any further Advances.

R. Other InformatIon. The Borrower shall furnish such other information as CFC may
reasonably require relating to the Project.

Section 5.o2 Negative Covenants. The Borrower covenants and agrees with CFC that until
payment in full of the Note and performance of all obligations of the Borrower hereunder, the
Borrower will not, directly or indirectly, without CFC's prior written consent:

A. Limitations on Mergers. Consolidate with, merge, or sell all or substantially all of its
business or assets, or enter into an agreement for such consolidation, merger or sale, to another
entity or person unless such action is either approved, as is evidenced by the prior written consent of
CFC, or the purchaser, successor or resulting corporation is or becomes a member in good standing
of  CFC and assumes the due and punctual payment of  the Note and the due and punctual
performance of the covenants contained in the Mortgage and this Agreement.

B. Limitations on Sale, Lease or Transfer of Capital Assets; Application of
Proceeds. Sell, lease or transfer (or enter into an agreement to sell, lease or transfer) any capital
asset, except in accordance with this Section 5.02.B. If no Event of Default (and no event which with
notice or lapse of time and notice would become an Event of Default) shall have occurred and be
continuing, the Borrower may, without the prior written consent of CFC, sell, lease or transfer (or
enter into an agreement to sell, lease or transfer) any capital asset in exchange for fair market value
consideration paid to the Borrower if the value of such capital asset is less than five percent (5%) of
Total utility Plant and the aggregate value of capital assets sold, leased or transferred in any 12
month period is less than ten percent (10%) of Total utility Plant
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c. Limitation on Dividends, Patronage Refunds and Other Distributions.

(i) Make Distributions in any calendar year if, after giving effect to the Distribution, the total
Equity of the Borrower will be less than twenty percent (20%) of its Total Assets.

(ii) If, after giving effect to the Distribution, the total Equity of the Borrower will be less than
twenty percent (20%) of its Total Assets, then the Borrower may nevertheless make Distributions of
up to thirty percent (30%) of its total margins for the preceding calendar year.

(iii) Notwithstanding anything to the contrary in subparagraphs (i) and (ii) above, the Borrower
shall not make any Distribution without the prior written consent of CFC if an Event of Default under
this Agreement has occurred and is continuing.

D. Limitations on Loans, Investments and Other Obligations.

(i) (a) Purchase, or make any commitment to purchase, any stock, bonds, notes, debentures,
or other securities or obligations of or beneficial interests in, (b) make, or enter into a commitment to
make, any other investment, monetary or otherwise, in, (c) make, or enter into a commitment to
make, any loan to, or (d) guarantee, assume, or otherwise become liable for, or enter into a
commitment to guarantee, assume, or otherwise become liable for, any obligation of any Person if,
after giving effect to such purchase, investment, loan, guarantee or commitment, the aggregate
amount thereof would exceed the greater of fifteen percent (15%) of Total Utility Plant or fifty percent
(50%) of Equity.

(ii) The following shall not be included in the limitation of purchases, investments, loans and
guarantees in (i) above: (a) bonds, notes, debentures, stock, or other securities or obligations issued
by or guaranteed by the United States or any agency or instrumentality thereof, (b) bonds, notes,
debentures, stock, commercial paper, subordinated capital certificates, or any other security or
obligation issued by CFC or by institutions whose senior unsecured debt obligations are rated by at
least two nationally recognized rating organizations in either of their two highest categories, (c)
investments incidental to loans made by CFC, (d) any deposit that is fully insured by the United
States, (e) loans and grants made by any Governmental Authority to the Borrower under any rural
economic development program, but only to the extent that such loans and grants are non-recourse
to the Borrower, and (f) unretired patronage capital allocated to the Borrower by CFC, a cooperative
from which the Borrower purchases electric power, or a statewide cooperative association of which
Borrower is a member.

(iii) In no event may the Borrower take any action pursuant to subsection (i) if an Event of
Default under this Agreement has occurred and is continuing,

E. Organizational Change. Change its type of organization or other legal structure,
except as permitted by Section 5.02.A. hereof, in which case the Borrower shall provide at least 30
days prior written notice to CFC together with all documentation reflecting such change as CFC may
reasonably require.

F. Notice of Change in Borrower Information. Change its (i) state of incorporation, (ii)
legal name, (iii) mailing address, or (iv) organizational identification number, if it has one, unless the
Borrower provides written notice to CFC at least thirty (30) days prior to the effective date of any
such change together with all documentation reflecting any such change as CFC may reasonably
require.

CFC LOANAG
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ARTICLE VI

EVENTS OF DEFAULT

Section 6.01 The following shall be "Events of Default" under this Agreement:

A. Representations and Warranties.
Borrower herein, or in any of the other Loan Documents, or in any certificate or financial statement
furnished to CFC hereunder or under any of the other Loan Documents shall prove to be false or
misleading in any material respect.

Any representation or warranty made by the

B. Payment. The Borrower shal l  fai l  to pay (whether upon stated maturi ty, by
acceleration, or otherwise) any principal, interest, premium (if any) or other amount payable under
the Note and the Loan Documents within five (5) Business Days after the due date thereof.

c. Other Covenants.

(i) No Grace Period. Failure of the Borrower to observe or perform any covenant
or agreement contained in the Project Agreement or in Sections 5.01 .A, 5.01.B,
5.01.D, 5.01.E, 5.01.G, 5.01.1, 5.01.N, 5.01.0 and 5.02 of this Agreement.

(ii) Thirty Day Grace Period, Failure of the Borrower to observe or perform any
other covenant or agreement contained in this Agreement or any of the other Loan
Documents, which shall remain unremedied for thirty (30) calendar days after written
notice thereof shall have been given to the Borrower by CFC.

D. Legal Existence, Permits and Licenses. The Borrower shall forfeit or otherwise be
deprived of (i) its authority to conduct business in the jurisdiction In which it is organized or in any
other jurisdiction where such authority is required in order for the Borrower to conduct its business in
such jurisdiction or (ii) permits, easements, consents or licenses required to carry on any material
portion of its business.

E. Other CFC Obligations.
Obligation, which breach or default continues uncured beyond the expiration of any applicable grace
period.

The Borrower shal l  be in breach or defaul t  of  any

F. Other Obligations. The Borrower shall (i) fail to make any payment of any principal,
premium or any other amount due or interest on any indebtedness with parties other than CFC which
shall remain unpaid beyond the expiration of any applicable grace period, or (ii) be in breach or
default with respect to any other term of any evidence of any other indebtedness with parties other
than CFC or of any loan agreement, mortgage or other agreement relating thereto which breach or
default continues uncured beyond the expiration of any applicable grace period, if the effect of such
failure, default or breach is to cause the holder or holders of that indebtedness to cause that
indebtedness to become or be declared due prior to its stated maturity (upon the giving or receiving
of notice, lapse of time, both or otherwise).

G. Involuntary Bankruptcy. An involuntary case or other proceeding shal l  be
commenced against the Borrower seeking liquidation, reorganization or other relief with respect to it
or its debts under bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the
appointment of a trustee, receiver, liquidator, custodian or other similar official of it or any substantial
part of its properly and such involuntary case or other proceeding shall continue without dismissal or
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stay for a period of sixty (60) days, or an order for relief shall be entered against the Borrower under
the federal bankruptcy laws or applicable state law as now or hereafter in effect.

H. Insolvency. The Borrower shall commence a voluntary case or other proceeding
seeking liquidation, reorganization or other relief with respect to itself  or its debts under any
bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the appointment of a
trustee, receiver, liquidator, custodian or other similar official of it or any substantial part of its
property, or shall consent to any such relief or to the appointment of or taking possession by any
such official in an involuntary case or proceeding commenced against it, or shall make a general
assignment for the benefit of creditors, or shall admit in writing its inability to, or be generally unable
to, pay its debts as they become due, or shall take any action to authorize any of the foregoing.

I. Dissolution or Liquldation. Other than as provided in subsection H. above, the
dissolution or liquidation of the Borrower, or failure by the Borrower promptly to forestall or remove
any execution, garnishment or attachment of such consequence as will impair its ability to continue
its business or fulfill its obligations and such execution, garnishment or attachment shall not be
vacated within sixty (60) days. The term "dissolution or liquidation of the Borrower", as used in this
subsection, shall not be construed to include the cessation of the corporate existence of the BorTower
resulting either from a merger or consolidation of the Borrower into or with another corporation
following a transfer of all or substantially all its assets as an entirety, under the conditions set forth in
Section 5.02.A.

J. Material Adverse Change. Any material  adverse change in the business or
condition, financial or otherwise, of the Borrower.

K. Monetary Judgment. The Borrower shall suffer any money judgment not covered by
insurance, writ or warrant of attachment or similar process involv ing an amount in excess of
$100,000 and shall not discharge, vacate, bond or stay the same within a period of sixty (60) days.

L. Nonmonetary Judgment. One or more nonmonetary judgments or orders (including,
without limitation, injunctions, writs or warrants of attachment, garnishment, execution, distrait,
replevin or similar process) shall be rendered against the Borrower that, either individually or in the
aggregate, could reasonably be expected to have a material adverse effect upon the business,
operations, prospects, assets, liabilities or financial condition of the Borrower.

ARTICLE VII

REMEDIES

Section 7.01 If any of the Events of Default listed in Section 6 hereof shall occur after the
date of this Agreement and shall not have been remedied within the applicable grace periods
specified therein, then CFC may:

(i)

(ii)

Cease making Advances hereunder,

Declare all unpaid principal outstanding on the Note, all accrued and unpaid interest
thereon, and all other Obligations to be immediately due and payable and the same
shall thereupon become immediately due and payable without presentment, demand,
protest or notice of any kind, all of which are hereby expressly waived,

CFC LOANAG
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(iii) Exercise rights of setoff or recoupment and apply any and all amounts held, or hereby
held, by CFC or owed to the Borrower or for the credit or account of the Borrower
against any and all of the Obligations of the Borrower now or hereafter existing
hereunder or under the Note, including, but not l imited to, patronage capital
allocations and retirements, money due to Borrower from equity certificates purchased
from CFC, and any membership or other fees that would otherwise be returned to
Borrower but excluding any LCTCs purchased by the Borrower pursuant to this
Agreement. The rights of CFC under this section are in addition to any other rights
and remedies (including other rights of setoff or recoupment) which CFC may have.
The Borrower waives all rights of setoff, deduction, recoupment or counterclaim,

(W) Pursue all rights and remedies available to CFC that are contemplated by the

the effect provided in the Mortgage and the other Loan Documents, including,
limited to, a suit for specific performance, injunctive relief or damages,

Mortgage and the other Loan Documents in the manner upon the conditions, and with
but not

(v) Pursue any other rights and remedies available to CFC at law or in equity.

Nothing herein shall limit the right of CFC to pursue all rights and remedies available to a creditor
following the occurrence of an Event of Default. Each right, power and remedy of CFC shall be
cumulative and concurrent, and recourse to one or more rights or remedies shall not constitute a
waiver of any other right, power or remedy.

ARTICLE VIII

MISCELLANEOUS

Section 8.01 Notices. All notices, requests and other communications provided for herein
including, without limitation, any modifications of, or waivers, requests or consents under,. this
Agreement shall be given or made in writing (including, without limitation, by telecopy) and delivered
to the intended recipient at the "Address for Notices" specified below, or, as to any party, at such
other address as shall be designated by such party in a notice to each other party. Alf  such
communications shall be deemed to have been duly given (i) when personally delivered including,

L.. -..-....:..|_; .__ '|

certified or registered, postage prepaid, return receipt requested, upon receipt thereof, or (iii) in the
case of notice by telecopy, upon transmission thereof, provided such transmission is promptly
confirmed by either of the methods set forth in clauses (i) or (ii) above in each case given or
addressed as provided for herein. The Address for Notices of each of the respective parties is as
follows:

without limitation, by ovemlght mall or courier service, (ii) in the case of notice by United States mail

National Rural Utilities Cooperative Finance Corporation
2201 Cooperative Way
Herndon, Virginia 20171-3025
Attention: Senior Vice President ._. Member Services
Fax # 703-709-6776

The Borrower:

The address set forth in
Schedule 1 hereto
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Section 8.02 Expenses. Borrower shall reimburse CFC for any reasonable costs and
out-of-pocket expenses paid or incurred by CFC (including, without limitation, reasonable fees and
expenses of outside attorneys, paralegals and consultants) for all actions CFC takes, (a) to enforce
the payment ofany Obligation, to effect collection of any Mortgaged Property, or in preparation for
such enforcement or collection, (b) to institute, maintain, preserve, enforce and foreclose on CFC's
security interest in or Lien on any of the Mortgaged Property, whether through judicial proceedings or
otherwise, (c) to restructure any Of the Obligations, (d) to review, approve or grant any consents or
waivers hereunder, (e) to prepare, negotiate, execute, deliver, rev iew, amend or modify this
Agreement, (f ) to prepare, negotiate, execute, deliver, rev iew, amend or modify any other
agreements, documents and instruments deemed necessary or appropriate by CFC in connection
with any of  the foregoing, and (g) to obtain any opinions required to be furnished upon a
Determination of Tax Credit Ineligibility and an extraordinary prepayment as set forth in Section 3.04
hereof or a rescission of excess money as set forth in Section 3.05 or a cancellation of excess
moneys as set forth in Section 3.06.

The amount of all such expenses identif ied in this Section 8.02 shall be secured by the
Mortgage and shall be payable upon demand, and if not paid, shall accrue interest at the Default
Rate.

Section 8.03 Late Payments. If payment of any amount due hereunder is not received at
CFC's office in Hemdon, Virginia, or such other location as CFC may designate to the Borrower
within five (5) Business Days after the due date thereof, the Borrower will pay to CFC, in addition to
all other amounts due under the terms of the Loan Documents, any late payment charge as may be
fixed by CFC from time to time pursuant to its policies of general application as in effect from time to
time.

Section 8.04. Non-Business Day Payments. If any payment to be made by the Borrower
hereunder shall become due on a day which is not a Business Day, such payment shall be made on
the next succeeding Business Day and such extension of time shall be included in computing any
interest in respect of such payment.

Section 8.05 Filing Fees. To the extent permitted by law, the Borrower agrees to pay all
expenses of CFC (including the reasonable fees and expenses of its counsel) in connection with the
filing, registration, recordation or perfection of the Mortgage and any other security instruments as
may be required by CFC in connection with this Agreement, including, without l imitation, all
documentary stamps, recordation and transfer taxes and other costs and taxes incident to execution,
filing, registration or recordation of any document or instrument in connection herewith. The Borrower
agrees to save hamlless and indemnify CFC from and against any liability resulting from the failure to
pay any required documentary stamps, recordation and transfer taxes, recording costs, or any other
expenses incurred by CFC in connection with this Agreement. The provisions of this subsection shall
survive the execution and delivery of this Agreement and the payment of all other amounts due under
the Loan Documents.

1

Section 8.06 Waiver; Modification. No failure on the part of CFC to exercise, and no delay
in exercising, any right or power hereunder or under the other Loan Documents shall operate as a
waiver thereof, nor shall any single or partial exercise by CFC of any right hereunder, or any
abandonment or discontinuance of steps to enforce such right or power, preclude any other or further
exercise thereof or the exercise of any other right or power. No modification or waiver of any
provision of this Agreement, the Note or the other Loan Documents and no consent to any departure
by the Borrower therefrom shall in any event be effective unless the same shall be in writing by the
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party granting such modification, waiver or consent, and then such modification, waiver or consent
shall be effective only in the specific instance and for the purpose for which given.

SECTION 8.07
JURY TRIAL.

GOVERNING LAW; SUBMISSION TO JURISDICTION; WAIVER OF

(A) THE PERFORMANCE AND CONSTRUCTION OF THIS AGREEMENT AND THE NOTE
SHALL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE
COMMONWEALTH OF VIRGINIA.

(B) THE BORROWER HEREBY SUBMITS TO THE NON-EXCLUSIVE JURISDICTION OF
THE UNITED STATES COURTS LOCATED IN VIRGINIA AND OF ANY STATE COURT SO
LOCATED FOR PURPOSES OF ALL LEGAL PROCEEDINGS ARISING OUT OF OR RELATING
TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY. THE BORROWER
IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY
OBJECTIONS THAT IT MAY NOW OR HEREAFTER HAVE TO THE ESTABLISHING OF THE
VENUE OF ANY SUCH PROCEEDINGS BROUGHT IN SUCH A COURT AND ANY CLAIM THAT
ANY SUCH PROCEEDING HAS BEEN BROUGHT IN AN INCONVENIENT FORUM.

(C) THE BORROWER AND CFC EACH HEREBY IRREVOCABLY WAIVES, TO THE
FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY AND ALL RIGHT TO TRIAL BY
JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT
OR THE TRANSACTIONS CONTEMPLATED HEREBY.

SECTION 8.08 INDEMNIFICATION. THE BORROWER HEREBY INDEMNIFIES AND
AGREES TO HOLD HARMLESS, AND DEFEND CFC AND ITS MEMBERS, DIRECTORS,
OFFICERS, EMPLOYEES, AGENTS, ATTORNEYS AND REPRESENTATIVES (EACH AN
"INDEMNITEE") FOR, FROM, AND AGAINST ALL CLAIMS, DAMAGES, LOSSES, LIABILITIES,
COSTS, AND EXPENSES (INCLUDING, WITHOUT LIMITATION, COSTS AND EXPENSES OF
LITIGATION AND REASONABLE ATTORNEYS' FEES) ARISING FROM ANY CLAIM OR DEMAND
IN RESPECT OF THIS AGREEMENT AND THE OTHER LOAN DOCUMENTS, THE MORTGAGED
PROPERTY, OR THE TRANSACTIONS DESCRIBED IN THIS AGREEMENT AND THE OTHER
LOAN DOCUMENTS AND ARISING AT ANY TIME, WHETHER BEFORE OR AFTER PAYMENT
AND PERFORMANCE OF ALL OBLIGATIONS UNDER THIS AGREEMENT AND THE OTHER
LOAN DOCUMENTS IN FULL, EXCEPTING ANY SUCH MATTERS ARISING SOLELY FROM THE
GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF CFC OR ANY INDEMNITEE INCLUDING
WITHOUT LIMITATION ANY DETERMINATION MADE OR OTHER ACTION TAKEN BY CFC
PURSUANT TO SECTIONS 3.04, 3.05 and 3.06 OF THIS AGREEMENT. NOTWITHSTANDING
ANYTHING TO THE CONTRARY CONTAINED IN SECTION 8.10 HEREOF, THE OBLIGATIONS
IMPOSED UPON THE BORROWER BY THIS SECTION SHALL SURVIVE THE REPAYMENT OF
THE NOTE, THE TERMINATION OF THIS AGREEMENT AND THE TERMINATION OR RELEASE
OF THE LIEN OF THE MORTGAGE.

Section 8.09 Complete Agreement. This Agreement, together with the schedules to this
Agreement, the Note and the other Loan Documents, and the other agreements and matters referred
to herein or by their terms referring hereto, is intended by the parties as a final expression of their
agreement and is intended as a complete statement of the terms and conditions of their agreement.
In the event of any conflict in the terms and provisions of this Agreement and any other Loan
Documents, the terms and provisions of this Agreement shall control.
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Section 8.10 Survival, Successors and Asslgns. All covenants, agreements,
representations and warranties of the Borrower which are contained in this Agreement shall survive
the execution and delivery to CFC of the Loan Documents and the making of the Loan hereunder
and shall continue in full force and effect until all of the obligations under the Loan Documents have
been paid in full. All covenants, agreements, representations and warranties of the Borrower which
are contained in this Agreement shall inure to the benefit of the successors and assigns of CFC. The
Borrower shall not have the right to assign its rights or obligations under this Agreement without the
prior written consent of CFC, except as provided in Section 5.02.A hereof.

Section 8.11 Use of Terms. The use of the singular herein shall also refer to the plural, and
vice versa.

Section 8.12 Headings. The headings and sub-headings contained in this Agreement are
intended to be used for convenience only and do not constitute part of this Agreement.

Section 8.13 Severability. If any term, provision or condition, or any part thereof of this

unenforceable by any governmental agency or court of competent jurisdiction, such invalidity or
unenforceability shall not affect the remainder of such term, provision or condition nor any other term,
provision or condition, and this Agreement, the Note and the other Loan Documents shall survive and
be construed as if such invalid or unenforceable term, provision or condition had not been contained
therein.

Agreement the Note or the other Loan Documents shall for any reason be found or held invalid or

Section 8.14 Binding Effect. This Agreement shall become effective when it shall have
been executed by both the Borrower and CFC and thereafter shall be binding upon and inure to the
benefit of the Borrower and CFC and their respective successors and assigns.

Sectlon 8.15 Counterparts. This Agreement may be executed in 'one or more counterparts,
each of which will be deemed an original and all of which together will constitute one and the same
document. Signature pages may be detached from the counterparts and attached to a single copy of
this Agreement to physically form one document.

Section 8.16 Disclosure. This Agreement and any other Loan Document may be shared
by CFC with such Persons as shall be required in order to facilitate the issuance of the CREBs,
including, but not limited to, its attorneys, underwriters and investors in the CREBs.

Section 8.17 Schedule 1. Schedule 1 attached hereto is an integral part of this Agreement.
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed
as of the day and year first above written.

(SEAL)

SULPHUR SPRINGS VALLEY
ELECTRIC COOPERATIVE, INC.

.Q M nBy:

Title: re  S I \ e /O*r

Attest:
-~se¢fetatv.

C R E D E N  w .  H U B E R
CHIEF EXECUTIVE OFFICER

NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE CORPORATION

(SEAL)

By: M v 4//¢</9%<4MdAssistant Secretary-Treasurer

MARIANNE LDUSOLD

Attest:
_x

Ass
' 2

nt SecretaT7=T@asurer

CRAIG COLANTONI
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SCHEDULE 1

The purpose of this loan is to finance (i) the reimbursement of the cost of the Project of the
Borrower, including any reasonable costs and expenses incurred by the Borrower in
connection with financing the Project, as described and permitted by the terms of the Project
Agreement and (ii) a portion of CFC's costs in issuing the CREBs as set forth in Section
3.02.A.

The Project of the Borrower being financed by the Loan (funded by proceeds of the CREBS)
constitutes the following clean renewable energy facilities:

Elfrida ElementaryDistrict Photovoltaic Solar Automobile Parking Shade Structure

This project will place a photovoltaic module that will produce 23 kW of electricity in the shade
structure at the Elfrida Elementary School. The PV structure will provide electricity to the
school with excess power flowing to the Borrower's system.

Subject to the terms of this Agreement, CFC has agreed to loan to the Borrower from
proceeds of the CREBs, an amount not to exceed $280,000.00 (the "CFC Commitment").

Draw Period shall mean the period beginning on the Closing Date and ending on the date that
is five (5) years thereafter.

The Borrower shall not purchase the LCTCs or any portion thereof with funds from the Loan.
The Borrower shall use its own funds or funds borrowed under another credit facility to
purchase such LCTCs, subject to the CFC policies regarding LCTCs set forth in the following
paragraph.

CFC Policies Regarding LCTCs: (i) Any solvent Member of CFC with an outstanding LCTC
purchased in connection with a loan from the proceeds of Securities may borrow the
outstanding amount of the LCTC from CFC without a further credit review, for a term equal to
or shorter than the maturity of the LCTC at a rate equal to the comparable rate charged by
CFC for similarly classified loans; and (ii) any Member of CFC with an outstanding LCTC
purchased in connection with a loan from the proceeds of Securities may sell such LCTC to
another Member of CFC for consideration.

The Mortgage shall mean the Restated Mortgage and Security Agreement, dated as of
December 6, 2007, between the Borrower and CFC, as it may have been supplemented,
amended, consolidated, or restated from time to time.

The Note executed pursuant hereto is as follows:

The Subsidiaries of the Borrower referred to in Section 2.01.B. are: None

10.

The date of the Borrower's balance sheet referred to in Section 2.01 .H is June 30, 2006.

The Borrower's exact legal name is: Sulphur Springs Valley Electric Cooperative, Inc.

4.
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11.

12.

The Borrower's organizational type is: Corporation

The Borrower is organized under the laws of the state of: Arizona

The Borrower's organizational identification number is: 0038220~2

The place of business or, if more than one, the chief executive office of the Borrower referred
to in Section 2.01 .i is 311 East Wilcox, Sierra Vista, Arizona 85635

15. The Governmental  Authori ty referred to in Section 2.01.J. is: Arizona Corporation
Commission

16. The address for notices to the Borrower referred to in Section 8.01 is 311 East Wilcox,
Sierra Vista, Arizona 85635, Attention: General Manager, Fax: (520) 384-5223.

CFC LOANAG
Az014-A-9038-CB001 (JABLONJ)
117565-2



Exhibit A - Funds Requisition Statement

s Borrower Name & ID: Sulfur Springs Valley Electric Cooperative, Inc. (AZ014)
Loan Number: AZG14-A-9038~CB001
Loan Agreement and Project Agreement with CFC dated:
CREBS Series: 2008A
CFC CREBs Application #1 8
Name of Project: Elfrida Elementary District Photovoltaic Solar Automobile Parking Shade Structure
FundsRequisition Statement No.:

Amount Requested:
Date Of Advance:

Disposition of Funds (wiring instructions):

Certification

Acting on behalf of the Borrower, I hereby certify that as of the date below: (1) I am duly
authorized to make this certification and to request funds on the terms specified herein,
(2) the Borrower has met all of the conditions contained in the Loan Agreement and the
Project Agreement listed above governing the terms of this Advance that the Borrower is
required to meet prior to an Advance of funds, (3) all of the representations and warranties
contained in said Loan Agreement and Project Agreement are true and will continue to be
true upon use of the funds as hereby requested, (4) no Event of Default, under the Loan
Agreement or the Borrower's Mortgage, has occurred and is continuing, (5) I know of no
other event that has occurred which, with the lapse of time and/or notification to CFC of such
event, or after giving effect to this Advance, would become an Event of Default under the
Loan Agreement or the Borrower's Mortgage, (6) the funds requested herein will be used
only as a reimbursement for the purposes specified in the Loan Agreement and the Project
Agreement, (7) the costs to be reimbursed by the funds requested herein are capital
expenditures and have not previously been reimbursed under a previous Funds Requisition
Statement; (8) the Borrower has secured sufficient funds to complete the Project, (9)any
necessary permits and approvals required for the Project at this point have been obtained,
(10) the Borrower is maintaining a file containing true and correct copies of invoices or bills
of sale covering all items for which payment is sought by this request' (11) such costs have

(12) the Borrower is
not using the funds requested hereby to make any payments of principal or interest due
under the Loan Agreement, (13) no expenditure which is being reimbursed by the funds
requested hereby was paid more than eighteen months after the later of (i) the date the
expenditure is paid or (ii) the date the Project is placed in service, but in no event later than
three years after the date the original expenditure was paid; and (14) set forth below is a
table listing all of the major components of the Project, how much is being requested in this
Funds Requisition Statement as an advance for certain components, how much has been
advanced on each component to date, the percentage of each component that is completed

been incurred and paid by the Borrower in connection with the Project;

CFC LOANAB
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Component

Amount
Expended to

Date by
Borrower

Amount
Advanced

to Date

Advance
Amount

Requested
Herein

Percentage
Complete

Total

CB
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to date, and the purpose of the advance(s) being requested by this Funds Requisition
Statement.

I hereby authorize CFC, for and on behalf of the Borrower, to forward this Funds Requisition
Statement to the Trustee for disbursement of the Advance from the Project Account relating
to the above Loan to the Borrower on the following terms, and hereby acknowledge and
agree that such terms shall be binding upon Borrower under the provisions of the Loan
Agreement governing this Advance:

Certified By:

Signature Date Title of Authorized Officer

PLEASE FAX TO 703-709-6776 ATTN : , Associate Vice President

APPROVED:

NATIONAL RURAL uTILizEs COOPERATIVE FINANCE CORPORATION

By:
Title:
Date:

CFC LOANAG
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2. Each of the representations and warranties of the Bon°ower in the Loan Agreement and
the Project Agreement are true and correct on and as of the date hereof (the "Closing Date"), and the
Borrower has complied with all agreements and satisfied all conditions on its part to be observed or
satisfied thereunder at or prior to the Closing Date.

Project Agreement (the 'Project
Agreement")

Note (the "Note")

Loan Agreement (the
"Agreement")

1. The following documents have been duly executed, and delivered or accepted in the
name and on behalf of the Borrower by the authorized officer or officers of the Borrower pursuant to,
and in full compliance with, authority granted by the Board of Trustees/Directors of the Borrower:

The undersigned, , duly qualif ied off icers of SULPHUR SPRINGS
VALLEY ELECTRIC COOPERATIVE, INC. (the "Borrower"), an Arizona corporation, hereby certify
as follows:

IN WITNESS WHEREOF, the undersigned have hereunto set their signatures this
1 2008.

DOCUMENT

BRING-DOWN CERTIFICATE
OF

BORROWER

DATE

EXHIBIT B

By
Title:

By
Title:

l

, 2o0_

SULPHUR SPRINGS VALLEY ELECTRIC
COOPERATIVE, INC.

200_

200

National Rural Utilities Cooperative
Finance Corporation ("CFC")

OTHER PARTV OR PARTIES

day of

4 .,



EXHIBIT c

COMPLETION CERTIFICATE
OF

BORROWER

Pursuant to the Loan Agreement dated as of . by and between SULPHUR
SPRINGS VALLEY ELECTRIC COOPERATIVE, INC. (the "Borrowed") and National Rural Utilities
Cooperative Finance Corporation ("CFC") relating to CFC Loan Number AZ014-A-9038-CB001 (the
Loan Agreement")_ the undersigned duly qualified officer of the

Borrower, hereby certifies as follows

(i) On [date of completion] all portions of the Project (as defined in the Loan
Agreement) have been fully completed substantially in accordance with any plans and
specifications therefore, as then amended, and

(ii) Amount advanced on the Loan (as defined in the Loan Agreement) and the
use of the property financed, refinanced or reimbursed therefrom will not cause any of the
representations or certifications contained in the Project Agreement (as defined in the Loan
Agreement) to be untrue or result in a violation of any covenant in the Project Agreement

IN WITNESS WHEREOF, the undersigned have hereunto set his/her signature this
, 20 .

day of

SULPHUR SPRINGS VALLEY ELECTRIC
COOPERATIVE, INC.

By
Titlel

CFC LOANAG
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EXHIBIT D

TERMINATION CERTIFICATE
OF

BORROWER I

Pursuant  to  the Loan Agreem ent  dated as  o f by  and  bet ween SULPHUR
SPRINGS VALLEY ELECTRIC COOPERATIVE, INC. ( the "Borrower") and Nat ional  Rural  Ut i l i t ies
Cooperative Finance Corporation ("CFC") relating to CFC Loan Number AZ014-A-9038-CB001 (the
"Loan Agreem ent ") ,  the unders igned, ,  du l y  qua l i f i ed  o f f i cer  o f  t he
Borrower, hereby certifies as follows:

(i) all portions of the Project (as defined in the Loan Agreement) have not been
fully completed substantially in accordance with any plans and specifications therefor, as then
amended,

(ii) no further acquisition, construction or installation will occur with respect to the
Project (as defined in the Loan Agreement), and

(iii) the Borrower does not intend to request any further Advances (as defined in
the Loan Agreement) on the Loan (as defined in the Loan Agreement).

IN WlTNESS WHEREOF, the undersigned have hereunto set his/her signature this
20 4

day of
1

SULPHUR SPRINGS VALLEY ELECTRIC
COOPERATIVE, INC,

By
Title:

CFC LOANAG
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SECURED PROMISSORY NOTE

$280,000.00 dated as of I9////m7
SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC., an Arizona corporation

(the "Borrower"), for value received, hereby promises to pay. without setoff, deduction,
recoupment or counterclaim, to the order of NATIONAL RURAL UTILITIES COOPERATIVE
FINANCE CORPORATION (the "Payee"), at its office in Herndon, Virginia office or such other
location at its office in Herndon, Virginia or such other location as the Payee may designate to
the Borrower, in lawful money of the United States, the principal sum of TWO HUNDRED
EIGHTY THOUSAND AND 00/100 DOLLARS ($280,000.00), or such lesser sum of the
aggregate unpaid principal amount of all advances made by the Payee pursuant to that certain
'Loan Agreement dated as of even date herewith between the Borrower and the Payee, as it
may be amended from time to time (herein called the "Loan Agreement"), and to pay interest on
all amounts remaining unpaid hereunder from the date of each advance in like money, at said
office, at the rate and in amounts and payable on the dates provided in the Loan Agreement
together with any other amount payable under the Loan Agreement. If not sooner paid, any
balance of the principal amount and interest accrued thereon shall be due and payable on the
Maturity Date.

This Note is secured under a Restated Mortgage and Security Agreement, dated of
December 6, 2007 between the Borrower and the Payee, as it may have been or shall be
supplemented, amended, consolidated or restated from time to time ("Mortgage"). This Note is
one of the Notes referred to in, and has been executed and delivered pursuant.to, the Loan
Agreement.

The principal hereof and interest accrued thereon and any other amount due under the
Loan Agreement may be declared to be forthwith due and payable in the manner, upon the
conditions, and with the effect provided in the Mortgage or the Loan Agreement.

The Borrower waives demand, presentment for payment, notice of dishonor, protest,
notice of protest, and notice of non-payment of this Note.

IN WITNESS WHEREOF the Borrower has caused this Note to be signed in its corporate
name and its corporate seal to be hereunto affixed and to be attested by its duly authorized
officers, all as of the day and year first above written.

i

SULPHUR SPRINGS VALLEY
ELECTRIC COOPERATIVE, INC.

(SEAL)
I

Title: t)f~r$1*<;(e/A/7"

By: \ g

Attest: MY
Sec.; eta- y

Loan No. AZ014-A-9039-CB001

CHEDEN w. HUBER
CHIEF EXECUTIVE OFFICER

CFC NOTE
AZ014-A-9039-CB001 (JABLONJ)
116040-2
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PROJECT AGREEMENT

OF

SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC. (THE "BORROWER")

9//Qw7

The undersigned is a duly qualified officer of the Borrower named above and, as such
officer, is familiar with (i) the properties, affairs and records of the Borrower, (ii) the issuance of
the Securities (as hereinafter defined) and the use of the proceeds thereof as it relates to the
Borrower and (iii) the Project, as hereinafter defined

DATED: as of

In connection with the issuance of the Clean Renewable Energy Bonds (Cooperative
Renewable Energy Projects) Series 2008A (the "Secun'ties "),being issued by the National Rural
Utilities Cooperative Finance Corporation (the "Issuer"), die undersigned hereby certifies and
covenants regarding the use of the proceeds of the Securities advanced to the Borrower, as
follows

General

1.1 This Project Agreement is made pursuant to Section 54 of the Internal Revenue
Code of 1986, as amended (the "Code"), and any United States Treasury
regulations and other guidance thereunder to make the certifications required by
Section 54 of the Code and any United Stares Treasury regulations and other
guidance thereunder and to establish the reasonable expectations of the Borrower
with respect to the amount and use of amounts to be advanced to the Borrower
pursuant to the Loan Agreement dated as of even date herewith between the
Issuer and the Borrower (the "Loan Agreement"). Capitalized terms used herein
are defined where they first appear or are defined in Exhibit A attached hereto

1.2 This Project Agreement is based on facts and estimates in existence on the date
hereof and the continued veracity of these facts and estimates as of the date that
the Securities are issued (the "Clo.s'ing") will be confirmed by the Borrower on
the date of Closing, and on the basis of such facts and estimates, the Borrower
expects that the events described herein will occur. To the best of  the
undersigned's knowledge, information, and belief, the expectations contained in
this Project Agreement are reasonable

1.3 The Borrower is a Qualified Borrower, as defined i n Exhibit A, and is responsible
for the acquiringlconstructing/equipping of the Project (defined below). The
undersigned has reviewed this Project Agreement, as well as the provisions of
Section 54 of the Code and any United States Treasury regulations and other
guidance thereunder, with its own legal counsel and understands and is familiar
with this Project Agreement and the provisions of Section 54 and any United
States Treasury regulations and other guidance thereunder. The Borrower will

AZ014-A-9039~CB001 (JABLONJ )
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comply in all respects with the provisions of Section 54 and any United States
Treasury regulations and other guidance thereunder.

1.4 The Borrower agrees to keep and retain or cause to be kept and retained sufficient
records to demonstrate compliance with the covenants in this Project Agreement,

Such records shall include, but are not limited to, basic records relating to the
issuance of the Securities (including this Project Agreement and the inducement
resolution as descried in Section 3.3 hereof); documentation evidencing the
expenditure of amounts advanced to the Borrower pursuant to the Loan
Agreement; documentation evidencing the use of property financed with amounts

advanced to the Borrower pursuant to the Loan Agreement, and documentation
evidencing all sources of payment or security maintained by the Borrower for
amounts advanced to the Borrower pursuant to the Loan Agreement. Such
records shall be kept until the date three (3) years after the CREB Maturity Date.

1.5 Neither the Borrower nor any Related Person (as defined in Exhibit A) to the
Borrower will purchase any Securities.

Qualified Project.

2.1 The Loan Agreement requires the amounts advanced thereunder to be used for
facilities to be owned by the Borrower, described in more detail in Section 2.2
hereof and in Exhibits? attached hereto as the "Updated Description of the
Project" (the "Project"). The Project was originally described in an exhibit to the
Application for National Clean Renewable Energy Bond Limitation submitted to
the Internal Revenue Service by the Issuer in support of die national clean
renewable energy bond allocation received by the Issuer, which "Original
Description of the Project" is attached hereto as Exhibit C.

2.2 The Project is a Solar Energy Facility (the "Qualyying Facility"), as defined in
Exhibit A and property functionally related and subordinate thereto, as further
described inExhibit 8, attached hereto.

CleanRenewable EnergyBonds Qualification.

3.1 At least 95 percent of the proceeds advanced to the Borrower pursuant to the Loan
Agreement will be used by the Borrower for capital expenditures with respect to
the Project. None of the proceeds of the Loan (as defined in the Loan Agreement)
willbe paid to the Issuer, the Borrower or any Related Person to the Issuer or the
Borrower, except for amounts paid to the Borrower to reimburse the Borrower for
actual and direct expenditures relating to t11e Project paid by the Borrower to
persons other than the Issuer, the Borrower or any Related Person to the Issuer or
the Borrower.

3.2 The Borrower has incurred or will, within six months of the Closing Date, incur a
substantial binding obligation (not subject to contingencies within the control of
the Issuer, the Borrower or any Related Person to either of them) to a third party

CFC DOC
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to expend at least ten percent of the Loan Amount (i.e. the total amount to be
advanced to the Borrower pursuant to the Loan Agreement). It is expected that
the work of acquiring/constructing/equipping the Project and the expenditure of
the Loan Amount will proceed with due diligence through November 24, 2008, at
which time it is anticipated that the Loan Amount will have been spent in its
entirety. The Borrower aclmowledges that, to the extent that less than 95 percent
of the Loan Amount is expended by a date five years from the date of issuance of
the Securities, the Borrower will be required to prepay its Loan in an amount, and
the Issuer will redeem Securities at the end of such five-year period in an amount,
necessary to maintain the tax credit with respect to the Securities, unless
otherwise permitted by Section 6.5 hereoii

It is expected that all amounts advanced to the Borrower under the Loan
Agreement will be spent to pay costs of the Project in accordance with the
estimated periodic drawdown schedule contained in ExhibitD, attached hereto.
The assumptions set forth in this Section 3.2 and on Exhibit D, attached hereto,
represent the Borrower's best estimate, as of this date, of the periodic drawdown
schedule of the Loan Amount.

3.3 The Borrower may use amounts advanced to the Borrower under the Loan
Agreement to reimburse itself for expenditures paid prior to the date of issuance
of the Securities. The Borrower shall reimburse itself for expenditures paid prior
to the date of issuance of the Securities only if such expenditure was paid after the
Borrower adopted an inducement resolution, and the expenditure is described in
such inducement resolution .

The Borrower shall use proceeds of the Loan to reimburse itself for
expenditures paid prior to the date the Securities were issued only if such
reimbursement is made within eighteen months after the later of (i) the date
the expenditure is paid or (ii) the date the Project is placed in service, but in
no event later than three years after the date the original expenditure was
paid.

Except for any reimbursement allowed under this Section 3.3, no portion of the
proceeds advanced to the Borrower will be used to pay for expenditures relating
to acquiring existing facilities (as contrasted with costs of enhancements, repair or
rehabilitation of existing facilities).

3.4 Neither the Project nor any portion thereof has been, is expected to be, or will be
sold or otherwise disposed o12 in whole or in part, prior to the last maturity date of
the Securities.

3.5 The Borrower has entered into the Loan Agreement of even date hereof under
which it is cormnitted to borrow $280,000 from the Issuer of the Securities and
time Borrower reasonably expects to borrow and expend the fill] amount of such
commitment.

CFC DOC
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3.6 At least 75% of the Loan Amount is expected to be used for Construction
Purposes.

3.7 The Borrower will not use proceeds of the Loan (i) to pre-pay for goods or
services to be received over a period of years prior to the date such goods or
services are to be received, or (ii) to pay for or otherwise acquire goods or
services from an Affiliated Person, as defined inExhibit A.

3.8 The Borrower shall atall times be a Qualified Borrower.

4. Remedial Action.

4.1 The Borrower agrees to operate the Project as a Qualifying Facility.

I

The Borrower acknowledges that if property financed with proceeds of the
Securities advanced to the Borrower is operated in a manner other than as a
Qualifying Facility such operation may constitute a "deliberate action" that may
require remedial actions to prevent the tax credit being produced by the Securities
from being disallowed.

The Borrower shall promptly contact the Issuer as provided in Section 6.3 hereof
if it considers operating property financed with proceeds of the Loan other than as
a Qualifying Facility.

4.2 The Borrower acknowledges that if property financed with proceeds of the Loan
is sold or otherwise disposed of in a manner contrary to the provisions of
Section 3.4 hereof; such sale or disposition may constitute a "deliberate action"
that may require remedial actions to prevent the tax credit being produced by the
Securities from being disallowed. If the Borrower considers the sale or other
disposition of property financed with proceeds of the Loan, it shall promptly
contact the Issuer, in the manner set forth in Section 6.3 hereof

5. Funds and Accounts, Investments.

5.1 Alter the issuance of the Securities, neither the Borrower nor anyRelatedPerson
to the Borrower has or will have any property, including cash, securities or any
other properly held as a passive vehicle for the production of income or for
investment purposes, that constitutes:

(i) amounts that have a sufficiently direct nexus to the Securities or to
the govemrnental purpose of the Securities to conclude that the amounts would
have been used for that governmental purpose if the Securities were not used or to
be used for that governmental purpose (the mere availability or preliminary
earmarldng of such amounts for a governmental purpose, however, does not itself
establish such a sufficient nexus),

CFC DOC
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(ii) amounts in a debt semlce Mud, redemption fund, reserve fund,
replacement fund or any similar fund to the extent reasonably expected to be used
directly or indirectly to pay principal of or interest on the Securities or any
amounts for which there is provided, directly or indirectly, a reasonable assurance
that the amount will be available to pay principal of or interest on the Securities or
any credit enhancement or liquidity device with respect to the Securities, even if
the Issuer, the Borrower or any Related Person to either of them encounter
financial difficulties; or

(i i i ) any amounts held pursuant to any agreement (such as an agreement
to maintain certain levels of types of assets) made for the benefit of the holders of
the Securities or any credit enhancement provider, including any liquidity device
or negative pledge (e.g., any amount pledged to pay principal of or interest on an
issue held under an agreement to maintain the amount at a particular level for the
direct or indirect benefit of holders of the Securities or a guarantor of the
Securities).

I

No compensating balance, liquidity account, negative pledge of property held for
investment purposes required to be maintained at least at a particular level or
similar arrangement exists with respect to, in any way, the Securities or any credit
enhancement or liquidity device related to the Securities.

5.2 During the acquiring/constmcting/equipping of the Project, the Borrower will
only draw down amounts from the Issuer for capital expenditures already paid by
the Borrower.

5.3 Neither the Borrower nor any Related Person to the Borrower will enter into any
hedge (e.g., an interest rate swap, interest rate cap, futures contract, forward
contract or an option) with respect to the Loan or the Securities.

5.4 All property subject to die Mortgage is and will be used by the Borrower in the
conduct of its trade or business. The Borrower reasonably expects to repay the
Loan from current operating revenues. The Mortgage does not require that cash,
securities, obligations, annuity contracts or other property held principally as a
passive vehicle for the production of income be maintained, individually or
collectively, at any particular level.

Miscellaneous.

6.1 This Project Agreement shall be governed by and construed in accordance with
the laws of the Commonwealth of Virginia.

6.2 Prior to the date 15 days before the SecMties were sold, neither the Borrower nor
any Related Person to the Borrower has sold or delivered any obligations that are
reasonably expected to be paid out of substantially the same source of funds as the
Securities. Neither the Borrower nor any Related Person to the Borrower will sell
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or deliver within 15 days airer the date hereof any obligations that are reasonably
expected to be paid out of substantially the same source of funds as the Securities.

6.3 All notices provided for herein shall be given or made in writing (including,
without limitation, by telecopy) and delivered to die Issuer at the "Address for
Notices" specified below. All such communications shall be deemed to have
been duly given (i) when personally delivered including, without limitation, by
overnight mail or courier service, (ii) in the case of notice by United States mail,
certified or registered, postage prepaid, return receipt requested, upon receipt
thereof; or (iii) in the case of notice by telecopy, upon transmission thereof,
provided such transmission is promptly confirmed by either of the methods set
forth in clauses (i) or (ii) above in each case given or addressed as provided for
herein. The Address for Notices of the Issuer is as follows:

National Rural Utilities Cooperative Finance Corporation
2201 Cooperative Way
Herndon, Virginia 20 l71-3025
Attention: Senior Vice President - Member Services
Fax #703 -709-6776

6.4 The Borrower represents that it has not been contacted by the Internal Revenue
Serv ice or any issuer of bonds, the proceeds of which were loaned to the
Borrower regarding any examination of any tax exempt bonds issued for the
benefit of the Borrower. To the best of the knowledge of the Borrower, no such
obligations of the Borrower are currently under examination by the Internal
Revenue Service.

6.5 Any restriction or covenant contained herein need not be observed or may be
changed if such nonobservance or change will not result in the loss of any tax
credit under Section 54 of the Code for the purpose of federal income taxation to
which the Securities is otherwise entitled and the Borrower receives an opinion of
Bond Counsel to such effect and the Issuer agrees to such nonobservance or
change.

6.6 If any clause, provision or section of this Project Agreement is ruled invalid by
any court of competent jurisdiction, the invalidity of such clause, provision or
section shall not affect any of the remaining clauses, sections or provisions hereof

6.7 The terms, provisions, covenants and conditions of this Project Agreement shall
bind and inure to the benefit of the respective successors and assigns of the Issuer
and the Borrower.

6.8 This Project Agreement shall terminate on the date three (3) years alter the CREB
Maturity Date.
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The undersigned acknowledge
opinion of the law firm of Chapman and Cutler LLP, Chicago, Illinois, and such firm is hereby

authorized to rely on this Project Agreement

that this Project Agreement is given as a basis for an

DATED as of the day and year first above written

SULPHUR SPRINGS VALLEY ELECTRIC
COOPERATIVE. INC

B y \ .
Title fi-5¢'é¢ Jr

\l.I\
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EXHIBIT A
I

DEFINITIONS

"Affiliated Person " means any Person that (a) at any time during the six months prior to
the Closing Date, (i) has more than five percent of the voting power of the governing body of the
Issuer or the Borrower in the aggregate vested in its directors, officers, owners, and employees or
(ii) has more than five percent of the voting power of its governing body in the aggregate vested
in directors, officers, board members, owners, members or employees of the Issuer or the
Borrower or. (b) during die one-year period beginning six months prior to the Closing Date, (i)
the composition of the governing body of which is modified or established to reflect (directly or
indirectly) representation of the interests of the Issuer or the Borrower (or for which an
agreement, understanding, or arrangement relating to such a modification or establishment
during that one-year period) or (ii) the composition of the governing body of the Issuer or the
Borrower is modified or established to reeler (directly or indirectly) representation of the
interests of such Person (or for which an agreement, understanding, or arrangement relating to
such a modification or establishment during that one-year period).

"bond Counsel" means Chapman and Cutler LLP or any other nationally recognized
firm of attorneys experienced in the field of municipal obligations whose opinions are generally
accepted by purchasers of municipal obligations .

"ClosingDate " means the date the Issuer issues the Securities.

"Code " means the Internal Revenue Code of 1986, as amended.

"Constructed Personal Property" means tangible personal property (or, if acquired
pursuant to a single acquisition contract, properties) or Specially Developed Computer Software
if(i) a substantial portion of the property or properties is completed more than six (6) months
after the earlier of the date construction or rehabilitation commenced and the date the Borrower
entered into an acquisition contract, (ii) based on the reasonable expectations of the Borrower, if
any, or representations of the person constructing the property, with the exercise of due
diligence, completion of construction or rehabilitation (and delivery to the issuer) could not have
occurred within that six-month period; and (iii) if the Borrower itself builds or rehabilitates the
property, not more than 75 percent of the capitalizable cost is attributable to property acquired by
the Borrower (e.g., components, raw materials, and other supplies).

"Construction Purposes " means capital expenditures that are allocable to the cost of Real
Property or Constructed Personal Property. Except as provided in thenext succeeding sentence,
construction expenditures do not include expenditures for acquisitions of interests in land or
other existing real property. Expenditures are not for the acquisition of an interest in existing
real Property other than land if the contract between the seller and the Borrower requires the
seller to build or install the property (e.g., a turnkey contract), but only to the extent that the
property has not been built or installed at the mc the parties enter into the contract.
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"Control " means the possession, directly or indirectly through others, of either of the
following discretionary and non-ministerial rights or Powers over another entity (i) to approve
and to remove without cause a controlling portion of the governing body of a Controlled Entity,
or (ii) to require the use of funds or assets of a Controlled Entity for any purpose.

"Controlled Entity" means any entity or one of a group of entities dlat is subject to
Control by a Controlling Entity or group of Controlling Entities.

"Controlled Group " means a group of entities directly or indirectly subject to Control by
the same entity or group of entities, including the entity that has the Control of the other entities.

"Controlling Entity" means any entity or one of a group of entities directly or indirectly
having Control of any entities or group of entities.

"CREB Maturity Date " shall have the meaning ascribed to it in the Loan Agreement.

"Governmental Body" means any State, territory, possession of the United States, the
District of Columbia, Indian tribal government, and any political subdivision diereofi

"Mortgage" means the mortgage and security agreement applicable to substantially all of
the property of the Borrower.

"Qualified Borrower" means (i) a mutual or cooperative electric company described in
Sections 501(c)(l2) or l381(a)(2)(C) of the Code, or (ii) a Governmental Body (as defined
above).

"Real Property" means land and improvements to land, such as buildings or other
inherently permanent structures, including interests in real property. For example, real property
includes wiring in a building, plumbing systems, central heating or air-conditioning systems,
pipes or ducts, elevators, escalators installed in a building, paved parking areas, roads, wharves
and docks, bridges, and sewage lines.

"Related Person " means any member of the same Controlled Group as the Issuer or the
Borrower and any person related to the Issuer or a Borrower wi thin the meaning of
Section 144(a)(3) of the Code.

"Solar Energy Facility " means a facility using solar energy to produce electricity.

"Specially Developed Computer Software" means any programs or routines used to
cause a computer to perform a desired task or set of tasks, and the documentation required to
describe and maintain those programs, provided that the software is specially developed and is
functionally related and subordinate to real property or other constructed personal property.

"Tangible Personal Property" means any tangible property other than real property,
including interests in tangible personal property. For example, tangible personal properly
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includes machinery that is not a structural component of a building, subway cars, fire trucks,
automobiles, office equipment, testing equipment, and furnishings.
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EXHIBIT B

UPDATEDDESCRIPTION oFTHE PROJECT

CFC Application
Bond Proceeds Needed for Project:
Bond Allocation Requested and Received:

No. 9 Sulfur Springs Valley EC, Inc.

$280,000
$280,000

Name of Project Empire Elementary District Photovoltaic Solar
Automobile Parking Shade Structure

Project Street Address

County

Empire Elementary School
13200 E. Greaterville Rd.
Sonoita, AZ 85637
Phone (520)455-5043
Fax (520)455-5811
Santa Cruz County

Individual Name to Contact
Company Name
Street Address
City, State, Zip
Telephone Number
Fax

Jack Blair
Sulphur Springs Valley Electric Cooperative, Inc.
3 ll E. Wilcox Drive
Sierra Vista, AZ 85635
(520) 515-3470
(520) 458-3467

Updated Detailed Description of the Project:

A cantilevered shade structure at a school on the top of which will be constructed a 23kW solar
photovoltaic system to supply power to the school. Excess power will flow on to the SSVEC
system.

CFC DOC
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EXHIBIT C

ORIGINAL DESCRIPTION OF THE PRQJECT

[COPY oF EXHIB1T A To ISSUER A1>pL1cATlon To THE IRS]
CLEAN RENEWABLE ENERGY BONDS APPLICATIQN

EXHIBIT A

SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC.

EMPIRE ELEMENTARY DlsTmcT PHOTOVOLTAIC So1.AR SHADE STRUCTURE

This project will place a photovoltaic module costing $280,000, that will produce 23 kW of
electricity in the automobile parking shade structure in the one Empire Elementary District
school. The PV structure will provide electricity to the respective school at no charge. There will
also be a cable connection to a computer in the library of each school to show students how the
system is working.

This project is the identical project that Navopache Electric Cooperative in Arizona built in 2001
that continues to function with no issues/problems .

SSVEC wil l  operate and maintain the structure. Any excess power produced wi l l  f low back to
the SSVEC grid.

The PV structures at the schools wil l  signif icantly reduce their electric bi l ls, which have been
disproportionately large due to the per meter monthly surcharges mandated by the Environmental
Portfolio Program (EPP), and approved by the Arizona Corporation Commission. All customers
pay the EPP fees to SSVEC, which uses them to fund renewable energy projects. Since each
school has many meters, they pay the EPP a disproportionately large amount of dollars. The
benefit of reduced electric bills will offset their payments into the fund.

The RFP issued by Sulfur Springs Valley Electric Cooperative follows.

CFC DOC
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SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE. INC
A TOUCHSTONE ENERGY® COOPERATIVE

FOR THE ELECTRIC COOPERATIVES IN THE STATE OF ARIZONA

REQUEST

PROPOSAL

A pHoTovoLTAic SysTE1v1
USED FOR

SHADE STRUCTURES

PUBLIC BUILDINGS

IssuEr: AUGUST 1. 2005

Narrative: The Electric Cooperatives in Arizona (Duncan Valley EC, Graham County
EC, Mohave EC, Navopache EC, Sulphur Springs Valley EC, Trico EC and Arizona Electric
Power Cooperative, Inc.) request a proposal for a modular designed system to supply a 10 kW to
30 kW Photovoltaic (PV) system. System size is relative to the space available for the PV panels
on each site. System may consist of multiple free standing modules interconnected to meet the 10
to 30 kW size requirement. Modules tobe used as free standing carports or free standing covers
for walkways to provide shade.Thesesystems are to be used at public buildings to increase the
awareness of PV systems and operations and systems will be sized based on theavailable space.
Base pricing for 10, 15, 20, 25, and 30 kW systems are requested (systems may be rounded to the
nearest kw increment). The interconnection cost from the PV system to nearest distribution
panel will be on a case by case basis due to the variation in sites. This RFP is not all inclusive
and contractor may include other specifications or requirements they feel are necessary for a
successful venture

This RFP is released on August 1, 2005 and response must be in a written proposal by
October 1, 2005. For questions or clarification of details please contact Albert Gomez (520-515
3473) or David Bane (520-515-3472)

SCOPE OF WORK - THE CONTRACTOR WILL BE RESPONSIBLE FOR THE FOLLOWING

Structural design of the supporting PV structures (carport and walkway)
One line circuit diagrams for approval by local Cooperative's engineering department
Complete wiring diagrams (to be included in owner manual)
Isolation transformers as needed to meet the NEC
Purchase and installation of all components
Systems test period of 4-6 weeks prior to transfer of title of equipment to site owner

CFC DOC
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Any required Permits (Cooperative will reimburse actual cost of permits)
Meter socket on the A/C output of the inverter(s)
Interconnection with Customers electric service
Fencing around inverters and other equipment as required for security and public safety
Project to meet or exceed SunWatts standards
Basic training for site owner/ site operator
Operators Manual

THE COOPERATIVE WILL PROVIDE THE FOLLOWING!

Meter to measure AC output from PV system to owners electric panel
Written permission from site owner to build the PV Module
Act as the point of contact with the installation Contractor on behalf of the site owner

STRUCTURAL DESIGN REQUIREMENTS:

The basic structure is to support the PV cells but must be able to work as a carport with all the
required clearances. Support should be in a cantilever style to allow easy parking, spacing on
vertical supports should be in multiples of 10 feet to be able to match typical parking lot spacing,
height should allow the parking of full size passenger vans, and structure does not have to be
water proof (providing shade to vehicles is secondary to the production of energy). Sample
profile (to show intent not required design) is on page 4. Ideal structure would have the ability
to support PV panels that would be effective if the long side of the structure is in a North-South
as well as East-West orientation.

PV DES1GN REQUIREMENTS:

•

•

PV panels shall have warranty for a minimum of 15 years to cover rated output (out put
degradation not to exceed 20% over life of panel)
All system components will be UL certified
System will include isolation transformers per section 250-30 of the NEC
Polyphase inverter with voltage to match customer's system
Inverter to match capacity of project
15 year manufacturers warranty on Inverter (contractor may use an extended warranty

insurance policy to meet 15 year requirement)
Contractor will warranty repair labor at 100% for first 5 years, 66% of labor for second 5

years, and 33% of labor for remaining 5 years, (limited to warranty repairs)
Interconnection costs from site of PV system to nearest practical distrllbution panel will be
on a case by case basis, (site selection process will keep this as short as possible)

SUNWATTS REQUIREMENTS!

One-line drawings subject to approval by local Cooperative's engineering department
Units to operate in parallel with grid
Includes protection for out of frequency problems

CFC Doc
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Low harmonics
Inverter must disconnect in the event grid power is lost
Lockable safety switch located between the inverter and meter socket

TRAINING REQUIREMENTS

The Contractor wil l prov ide suff icient time with the site owner to explain how to
disconnect the system, locate inverter, identify all junction boxes between the modules, and
identify any system waring lights or displays. Contractor will also provide system manual with
basic operating instructions and all the associated warranty information and manufacturer
contacts listed

CFC DOC
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EXHIBIT D

MONTHLY DRAWDOWN SCHEDULE OF AMOUNTS TO BE ADVANCEDTOTHE
BORROWER PURSUANT TO THE LOAN AGREEMENT

DATE ON WHICH PROCEEDS ARE
EXPECTED To BE EXPENDED

AMOUNTS OF PROCEEDS TO BE

Exp18n1>ED

November 24, 2008 $280,000

N

l

' |
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SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC.

To

NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE CORPORATION

Issuer

LOAN AGREEMENT

Dated as of I<9/'87, 200;

Clean Renewable Energy Bonds
(Cooperative Renewable Energy Projects) Series 2008A

of National Rural Utilities Cooperative Finance Corporation

CFC LOANAG
AZ014-A-9039-CB001 (JABLONJ)
117570-2

num lllnv1m1lllll



r

N *

no

TABLE OF CONTENTS

SECTION HEADING PAGE

ARTICLE I Definitions .
Section 1.01

I 0 u 4 » • l • 1

1

ARTICLE ll Representations and Warranties
Section 2.01 6

6

ARTICLE Ill Loan
Section 3.01
Section 3.02
Section 3.03
Section 3.04.
Section 3.05.
Section 3.06.
Section 3.07.
Section 3.08.
Section 3.09.

Defini t ions.. .
Advances
Interest Rate and Payment . . . . . . . . . . . .
Extraordinary Obligation to Prepay ..
Rescission of Excess Moneys, Fee ...
Cancellation of Excess Moneys .
Default Rate . . . . . . . . . . . . . . . . . . . . . .
Patronage Capital, Interest Rate Discounts
Optional Prepayment . . . . . . . . . . . .

9
9

9
10
11

11
11

11
12

12

ARTICLE IV Conditions of Lending
Section 4.01

12

12

ARTICLE v Covenants..
Section 5.01 Affirmative Covenants
Section 5.02 Negative Covenants

13
13

16

ARTICLE VI Events of Default
Section 6.01 . . . . . . 18

18

ARTICLE VII Remedies . .
Section 7.01 19

19

ARTICLE VIII Miscellaneous
Sect ion 8.01 Notices . . . . .
Section 8.02 Expenses .. _ .
Section 8.03 Late Payments . . . . . . . . . . . . . . .
Section 8.04. Non-Business Day Payments . . . . . . . .
Section 8.05 Filing Fees . . . . . .
Section 8.0G Waiver, Modification
Section 8.07 Governing Law, Submission to Jurisdiction, Waiver of Jury Trial .
Section 8.08 Indemnification . . . . . . . . . . . . . . . . . .

20

20

21
21

21

21
21

22

22

CFC LOANAG
AZ014-A-9039-CB001 (JABLONJ)
117570-2



s

A

u l

Section 8.09 Complete Agreement . . . . . . . . .
Section 8.10 Survival, Successors and Assigns
Section 8.11 Use of Terms
Section 8.12 Headings
Section 8.13 Severability . . . . . . . . . . . . . . . .
Section 8.14 Binding Effect . . . . . . . . . . . . . .
Section 8.15 Counterparts . . . . . . . . . . . . . . .
Section 8.16 Disclosure 1
Section 8.17 Schedule 1 . . . . . . . . . .

22
23
23
23
23
23
23
23
23

Schedule l

EXHIBIT A
EXHIBIT B

EXHIBIT C
EXHIBIT D

FUNDS REQUISITION STATEMENT
BRING-DOWN CERTIFICATE OF BORROWER
COMPLETION CERTIFICATE OF BORROWER
TERMINATION CERTIFICATE OF BORROWER

CFC LOANAG
AZ014-A~9039-CBOD1 (JABLONJ)
117570-2

r



r

*
A

m l

LOAN AGREEMENT

LOAN AGREEMENT (this "Agreement") dated as of ,
between SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC. ("Borrower"), a
corporation organized and existing under the laws of the State of Arizona and NATIONAL RURAL
UTILITIES COOPERATIVE FINANCE CORPORATION ("CFC"), a cooperative association
organized and existing under the laws of the District of Columbia.

RECITALS

WHEREAS, the Borrower has applied to CFC for a loan for the purposes set forth in
Schedule 1 hereto, and CFC is will ing to make such a loan to the Borrower on the terms and
conditions stated herein, and

WHEREAS, the Borrower has agreed to execute a promissory note to ev idence an
indebtedness in the aggregate principal amount of the CFC Commitment (as hereinafter defined).

NOW, THEREFORE, for and in consideration of the premises and the mutual covenants
hereinafter contained, the parties hereto agree and bind themselves as follows:

ARTICLE I

DEFINITIONS

Section 1.01 For purposes of this Agreement, the following capitalized terms shall have the
following meanings (such definitions to be equally applicable to the singular and the plural form
thereof). Capitalized terms that are not defined herein shall have the meanings as set forth in the
Mortgage.

"Accounting Requirements" shall mean any system of accounts prescribed by a federal
regulatory authority having jurisdiction over the Borrower or, in the absence thereof, the requirements
of GAAP applicable to businesses similar to that of the Borrower.

"Advance" shall mean each advance of funds by CFC to the Borrower pursuant to the terms
and conditions of this Agreement, including the Initial Advance and the Primary Advance.

"Authorized Officer of the Borrower" means the Chairman, General Manager or Chief
Financial Officer of the Borrower or any other person authorized by the Board of the Borrower so to
act or any other person performing a function similar to the function performed by any such officer or
authorized person.

"Average DSC Ratio" shall mean the average of the Borrower's two highest annual DSC
Ratios during the most recent three calendar years.

"Bond Counsel" means an attorney at law or a firm of attorneys (designated by CFC and
acceptable to the Trustee) of nationally recognized standing in matters pertaining to the tax-exempt
nature of interest or tax credits on bonds issued by states and their political subdivisions, duly
admitted to the practice of law before the highest court of any state of the United States of America.

CFC LOANAG
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"Business Day" shall mean any day that both CFC and the depository institution CFC
utilizes for funds transfers hereunder are open for business.

"CFC Commitment" shall have the meaning as defined in Schedule 1 .

"CFC CREB Rate" shat! mean the interest rate charged by CFC for loans made by CFC from
proceeds of the CREBs which rate shall not exceed one hundred and fifty basis points (150/100 of
1°/o) per annum.

"Closing Date" shall mean the date CFC issues the CREBs.

"Code" shall mean the Internal Revenue Code of 1986, as supplemented and amended.

"Completion Certificate" shall mean the cert i f icate of  the Borrower requi red
Section 5.01 .P of this Agreement, substantially in the form of Exhibit C hereto.

by

"CREBs" shall mean the series of Securities issued by CFC to provide financing for the
Project.

"CREB Maturity Date" shall mean the maturity date of the CREBs, which shall be the
December 15th prior to the Maximum CREB Term Anniversary Date.

"Debt Service Coverage ("DSC") Ratio" shall mean the ratio determined as follows; for any
calendar year add (i) Operating Margins, (ii) Non-Operating Margins--Interest, (iii) Interest Expense,
(iv) Depreciation and Amortization Expense, and (v) cash received in respect of generation and
transmission and other capital credits, and divide the sum so obtained by the sum of all payments of
Principal and Interest Expense required to be made during such calendar year; provided, however,
that in the event that any amount of Long-Term Debt has been refinanced during such year, the
payments of Principal and interest Expense required to be made during such year on account of
such refinanced amount of Long~Term Debt shall be based (in lieu of actual payments required to be
made on such refinanced amount of Long-Term Debt) upon the larger of (i) an annualization of the
payments required to be made with respect to the refinancing debt during the portion of such year
such refinancing debt is outstanding or (ii) the payment of Principal and Interest Expense required to
be made during the following year on account of such refinancing debt.

"Default Rate" shall mean a rate per annum equal to one hundred and fifty basis points
(150/100 of 1%).

"Depreciation and Amortization Expense" shal l  mean an amount const i tut ing the
depreciation and amortization of the Borrower computed pursuant to Accounting Requirements.

"Determination of Tax Credit Ineligibility" shall mean a determination that a particular
series of Securities does not qualify for a tax credit for the owner thereof under Section 54 of the
Code, which determination shall be deemed to have been made upon the occurrence of the first to
occur of the following:

(a) the date on which CFC determines that there is a significant likelihood that a
particular series of Securities may not qualify for a tax credit, if  such determination is
supported by a written opinion of Bond Counsel to that effect, or
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(b) the date on which CFC shall receive notice in writing that the Trustee has been
advised by the owner of any Security that a particular series of Securities does not qualify for
a tax credit for the owner thereof, based upon a final determination made either by: (A) the
Internal Revenue Service in a published or private ruling or technical advice memorandum or
(B) any court of competent jurisdiction in the United States of America, as a result of a failure
by CFC or any borrower to observe any agreement or representation in the Tax Compliance
Agreement or a Loan Agreement or Project Agreement relating to the proceeds of the
Securities. Any such determination will not be considered final for this purpose unless the
Owner of the Securities involved in the proceeding or action resulting in the determination (i)
gives CFC and the Trustee prompt written notice of the commencement thereof and (ii) if
CFC agrees to pay all expenses in connection therewith and to indemnify such Owner of the
Securities against all liabilities in connection therewith, offers CFC an opportunity to contest
the determination, either directly or in the name of the Cwner of the Securities, and until
conclusion of any review, if sought.

"Distributions" shall mean, with respect to the Borrower, any dividend, patronage refund,
patronage capital retirement or cash distribution to its members, or consumers (including but not
limited to any general cancellation or abatement of charges for electric energy or services furnished
by the Borrower). The term "Distribution" shall not include (a) a distribution by the Borrower to the
estate of a deceased patron, (b) repayment by the Borrower of a membership fee upon termination of
a membership, or (c) any rebate to a patron resulting from a cost abatement received by the
Borrower, such as a reduction of wholesale power cost previously incurred.

"Draw Period" shall have the meaning as described in Schedule 1 hereto.

"Environmental Laws" shall mean all laws, rules and regulations promulgated by any
Governmental Authority, with which Borrower is required to comply, regarding the use, treatment,

y recycling,
distribution, transport, release of or exposure to any Hazardous Material.
discharge, storage, management handling, manufacture, generation, processing,

"Equity" shall mean the aggregate of  the Borrower's equities and margins computed
pursuant to Accounting Requirements.

"Event of Default" shall have the meaning as described in Article VI hereof.

"Funds Requisition Statement" shall mean the certificate of the Borrower, in the form set
forth as Exhibit A to this Agreement, by which the Borrower will obtain an advance of funds from CFC
under the Loan.

"GAAP" shall mean generally accepted accounting principles set forth in the opinions and
pronouncements of the Accounting Principles Board and the American Institute of Certified Public
Accountants and statements and pronouncements of the Financial Accounting Standards Board.

"Governmental Authority" shall mean the government of the United States of America, any
other nation or government, any state or other political subdivision thereof, whether state or local,
and any agency, authority, instrumentality, regulatory body, court or other entity exercising executive,
legislative, judicial, taxing, regulatory or administrative Powers or functions of or pertaining to
government.

"Hazardous Material" shall mean any (a) petroleum or petroleum products, radioactive
materials, asbestos-containing materials, polychlorinated biphenyls, lead and radon gas, and (b) any
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other substance designated as hazardous or toxic or as a pollutant or contaminant under any
Environmental Law

Indenture"shall mean the indenture between CFC and U.S. Bank Trust Company National
Association, relating to the fist issue of Securities, pursuant to which the Securities, including the
CREBs are issued, as supplemented and amended

Initial Advance" shall mean the Advance made by CFC on the Closing Date pursuant to
Section 3.02.A hereof to fund a portion of CFC's costs in issuing the CREBs attributable to the CFC
Commitment, including, but not limited to, original issue discount, underwriting discount and other
costs of issuance, including, without limitation, rating agency costs and legal, underwriting and
Trustee expenses

Interest Expense" shall mean an amount constituting the interest expense with respect to
Long~Term Debt of the Borrower computed pursuant to Accounting Requirements. In computing
Interest Expense, there shall be added, to the extent not otherwise included, an amount equal to 33
1/3% of the excess of Restricted Rentals paid by the Borrower over 2% of the Borrower's Equity

Lien" shall mean any statutory or common law consensual or non-consensual mortgage
pledge, security interest, encumbrance, lien, right of set off, claim or charge of any kind, including
without limitation, any conditional sale or other title retention transaction, any lease transaction in the
nature thereof and any secured transaction under the Uniform Commercial Code

Loan" shall mean the loan made by CFC to the Borrower, pursuant to this Agreement and
the Note, in an aggregate principal amount not to exceed the CFC Commitment

Loan Capital Term Certificate" or "LCTC" shall mean a certificate, or book entry form of
account, evidencing the Borrower's purchase of equity in CFC

Loan Documents" shall mean this Agreement, the Note, the Mortgage, the Project
Agreement and all other documents or instruments executed, delivered or executed and delivered by
the Borrower and evidencing, securing, governing or otherwise pertaining to, the Loan

Long-Term Debt" shall mean an amount constituting the long-term debt of the Borrower
computed pursuant to Accounting Requirements

Maturity Date" shall mean the Payment Date immediately prior to the CREB Maturity Date
permitted for the CREBs under Section 54(e)(2) of the Code as in effect on the Closing Date

Maximum CREB Term AnniversaryDate" shall mean the anniversary of the Closing Date
that occurs at the maximum term permitted for the CREBs under Section 54(e)(2) of the Code as in
effect on the Closing Date

Mortgage"shall have the meaning as described in Schedule 1 hereto

Mortgaged Property"shall have the meaning ascribed to it in the Mortgage

Non-Operating Margins-Interest" shall mean the amount representing the interest
component of non-operating margins of the Borrower computed pursuant to Accounting
Requirements
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"Note" shall mean the secured promissory note, payable to the order of CFC, executed by
the Borrower, dated as of even date herewith, pursuant to this Agreement as identified on Schedule
1 hereto and shall include any substitute note or modification thereto.

"Obligations" shall mean any and all liabilities, obligations or indebtedness owing by the
Borrower to CFC, of any kind or description, irrespective of whether for the payment of money,
whether direct or indirect, absolute or contingent, due or to become due, now existing or hereafter
arising.

"Operating Margins" shall mean the amount of patronage capital and operating margins of
the Borrower computed pursuant to Accounting Requirements.

"Payment Date" shall mean the first (1st) day of each of March, June and September and
December.

"Payment Notice" shall mean a notice furnished by CFC to the Borrower that indicates the
amount of each payment of interest or interest and principal and the total amount of each payment
due.

"Permitted Encumbrances" shall have the meaning ascribed to it in the Mortgage.

"Person" shall mean natural persons, cooperatives, corporations, limited liability companies,
limited partnerships, general partnerships, limited liability partnerships, joint ventures, associations,
companies, trusts or other organizations, irrespective of whether they are legal entities, and
Governmental Authorities.

"Primary Advance" shall mean the Advance made by CFC to the Borrower pursuant to
Section 3.02.B hereof two Business Days after the Closing Date to reimburse Borrower for costs of
the Project.

"Principal" shall mean the amount of principal billed on account of Long-Term Debt of the
Borrower computed pursuant to Accounting Requirements.

"Project" shall mean the project being financed pursuant to the Loan, as further described in
Schedule 1.

"Project Account" means an account created pursuant to the Indenture within the Project
Fund related to the CREBs.

"Project Agreement" shall mean the Project Agreement, dated as of even date herewith,
executed by the Borrower with respect to the Project and the CREBs.

"Project Fund" means the Project Fund created and identified as such in the Indenture.

"Restricted Rentals" shall mean all rentals required to be paid under finance leases and
charged to income, exclusive of any amounts paid under any such lease (whether or not designated
therein as rental or additional rental) for maintenance or repairs, insurance, taxes, assessments,
water rates or similar charges. For the purpose of this definition the term "finance lease" shall mean
any lease having a rental term (including the term for which such lease may be renewed or extended
at the option of the lessee) in excess of three (3) years and covering property having an initial cost in
excess of $250,000 other than automobiles, trucks, trailers, other vehicles (including without
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limitation aircraft and ships), office, garage and warehouse space and office equipment (including
without limitation computers)

Securities" shall mean one or more series of clean renewable energy bonds issued by CFC
under the indenture

Subsidiary" as to any Person, shall mean a corporation, partnership, limited partnership
limited liability company or other entity of which shares of stock or other ownership interests having
ordinary voting power (other than stock or such other ownership interests having such power only by
reason of the happening of a contingency) to elect a majority of the board of directors or other
managers of such entity are at the time owned, or the management of which is otherwise controlled
directly or indirectly through one or more intermediaries, or both, by such Person. Unless otherwise
qualif ied, all references to a "Subsidiary" or to "Subsidiaries" in this Agreement shall refer to a
Subsidiary or Subsidiaries of the Borrower

Tax Compliance Agreement" means a tax compliance certificate and agreement of CFC
with respect to a series of Securities, as accepted by the Trustee, as amended

Termination Certificate" shal l  mean the cert i f icate of  the Borrower requi red
Section 5.01 .Q of this Agreement, substantially in the form of Exhibit D hereto

by

Total Assets'° shall mean an amount constituting the total assets of the Borrower computed
pursuant to Accounting Requirements

Total Utility Plant" shall mean the amount constituting the total utility plant of the Borrower
computed pursuant to Accounting Requirements

Trustee" shall mean U.S. Bank Trust Company National Association and its successors and
assigns

ARTICLE ll

REPRESENTATIONS AND WARRANTIES

Section 2.01 The Borrower represents and warrants to CFC that as of the date of this
Agreement

Good Standing. The Borrower is duly organized, validly existing and in good
standing under the laws of the jurisdiction of its incorporation or organization, is duly qualified to do
business and is in good standing in those states in which it is required to be qualified to conduct its
business. The Borrower is a member in good standing of CFC

Subsidiaries and Ownership. Schedule 1 hereto sets forth a complete and accurate
list of the Subsidiaries of the Borrower showing the percentage of the Borrower's ownership of the
outstanding stock, membership interests or partnership interests, as applicable, of each Subsidiary

Authority; Validity. The Borrower has the power and authority to enter into this
Agreement, the Note, the Project Agreement and the Mortgage, to make the borrowing hereunder, to
execute and deliver all documents and instruments required hereunder and to incur and perform the
obligations provided for herein, in the Note, in the Project Agreement and in the Mortgage, all of
which have been duly authorized by all necessary and proper action, and no consent or approval of
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any Person, including, as applicable and without limitation, members of the Borrower, which has not
been obtained is required as a condition to the validity or enforceability hereof or thereof.

Each of this Agreement, the Note, the Project Agreement and the Mortgage is, and when fully
executed and delivered will be, legal, valid and binding upon the Borrower and enforceable against
the Borrower in accordance with i ts terms, subject to appl icable bankruptcy, insolvency,
reorganization, moratorium or other laws affecting creditors' rights generally and subject to general
principles of equity.

D. No Conflicting Agreements. The execution and delivery of the Loan Documents
and performance by the Borrower of the obligations thereunder, and the transactions contemplated
hereby or thereby, will not: (i) violate any provision of law, any order, rule or regulation of any court or
other agency of government, any award of any arbitrator, the articles of incorporation or by-laws of
the Borrower, or any indenture, contract, agreement, mortgage, deed of trust or other instrument to
which the Borrower is a party or by which it or any of its property is bound, or (ii) be in conflict with,
result in a breach of or constitute (with due notice and/or lapse of time) a default under, any such
award, indenture, contract, agreement, mortgage, deed of trust or other instrument, or result in the
creation or imposition of any Lien (other than contemplated hereby) upon any of the property or
assets of the Borrower.

The Borrower is not in default in any material respect under any agreement or instrument to which it
is a party or by which it is bound and no event or condition exists which constitutes a default, or with
the giving of notice or lapse of time, or both, would constitute a default under any such agreement or
instrument.

E. Taxes. The Borrower, and each of its Subsidiaries, has filed or caused to be filed all
federal, state and local tax returns which are required to be filed and has paid or caused to be paid
all federal, state and local taxes, assessments, and governmental charges and levies thereon,
including interest and penalties to the extent that such taxes, assessments, and governmental
charges and levies have become due, except for such taxes, assessments, and governmental
charges and levies which the Borrower or any Subsidiary is contesting in good faith by appropriate
proceedings for which adequate reserves have been set aside.

F. Licenses and Permits. The Borrower has duly obtained and now holds all licenses,
permits, certifications, approvals and the like necessary to own and operate its property and business
that are required by Governmental Authorities and each remains valid and in full force and effect.

G. Litigation. There are no outstanding judgments, suits, claims, actions or proceedings
pending or, to the knowledge of the Borrower, threatened against or affecting the Borrower, its
Subsidiaries or any of their respective properties which, if adversely determined, either individually or
collectively, would have a material adverse effect upon the business, operations, prospects, assets,
liabilities or financial condition of the Borrower or its Subsidiaries. The Borrower and its Subsidiaries
are not, to the Borrower's knowledge, in default or violation with respect to any judgment, order, writ,
injunction, decree, rule or regulation of any Governmental Authority which would have a material
adverse effect upon the business, operations, prospects, assets, liabilities or financial condition of the
Borrower or its Subsidiaries.

H. Financial Statements. The balance sheet of the Borrower as at the date identified in
Schedule 1 hereto, the statement of operations of the Borrower for the period ending on said date,
and the interim financial statements of the Borrower, all heretofore furnished to CFC, are complete
and correct. Said balance sheet fairly presents the financial condition of the Borrower as at said date
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and said statement of operations fairly reflects its operations for the period ending on said date. The
Borrower has no contingent obligations or extraordinary forward or long-term commitments except as
specifically stated in said balance sheet or herein. There has been no material adverse change in
the financial condition or operations of the Borrower from that set forth in said financial statements
except changes disclosed in writing to CFC prior to the date hereof.

I. Borrower's Legal Status. Schedule 1 hereto accurately sets forth: (i) the Borrower's
exact legal name, (ii) the Borrower's organizational type and jurisdiction of organization, (iii) the
Borrower's organizational identification number or accurate statement that the Borrower has none,
and (iv) the Borrower's place of business or, if more than one, its chief executive office as well as the
Borrower's mailing address if different.

J. Required Approvals. Other than the CREBs allocation received from the Internal
Revenue Service, no license, consent or approval of any Governmental Authority is required to
enable the Borrower to enter into this Agreement, the Project Agreement, the Note and the
Mortgage, or to perform any of its Obligations provided for in such documents, including without
limitation (and if applicable), that of any state public utilities commission, any state public service
commission, and the Federal Energy Regulatory Commission, except as disclosed in Schedule 1
hereto, all of which the Borrower has obtained prior to the date hereof.

K. Compliance With Laws. The Borrower and each Subsidiary is in compliance, in all
material respects, with all applicable requirements of law and all applicable rules and regulations of
each Governmental Authority.

L. Disclosure. ,
Agreement nor any document, certificate or financial statement furnished to CFC by or on behalf of
the Borrower in connection herewith (all such documents, certificates and financial statements, taken
as a whole) contains any untrue statement of a material fact or omits to state any material fact
necessary in order to make the statements contained herein and therein not misleading.

To the Borrower's knowledge, information and belief  neither this

M. No Other Liens. As to property which is presently included in the description of
Mortgaged Property, the Borrower has not, without the prior written approval of CFC, executed or
authenticated any security agreement or mortgage, or filed or authorized any financing statement to
be filed with respect to assets owned by it, other than security agreements, mortgages and financing
statements in favor of CFC, except as disclosed in writing to CFC prior to the date hereof or relating
to Permitted Encumbrances.

N. Environmental Matters. Except as to matters which individually or in the aggregate
would not have a material adverse effect upon the business or financial condition of the Borrower or
its Subsidiaries, (i) Borrower is in compliance with all Environmental Laws (including, but not limited
to, having any required permits and licenses), (ii) there have been no releases (other than releases
remediated in compliance with Environmental Laws) from any underground or aboveground storage
tanks (or piping associated therewith) that are or were present at the Mortgaged Property, (iii)
Borrower has not received written notice or claim of any violation of any Environmental Law, (iv)
there is no pending investigation of Borrower in regard to any Environmental Law, and (v) to the best
of Borrower's knowledge, there has not been any release or contamination (other than releases or
contamination remediated in compliance with Environmental Laws) resulting from the presence of
Hazardous Materials on property owned, leased or operated by the Borrower.

O. Project Agreement. As set forth In the Project Agreement, the Project constitutes "a
qualified project" as defined in Section 54(d)(2)(A) of the Code. As set forth in the Project Agreement,
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the Borrower constitutes currently, and will remain through the period that the CREBs remain
outstanding, "a Qualified Borrower", meaning a (i) mutual or cooperative electric company described
in Sections 501(c)(12) or 1381 (a)(2)(C) of the Code, or (ii) a Governmental Body, which is defined as
any state, territory possession of the U.S., the District of Columbia, Indian tribal government, and any
political subdivision thereof. The statements, information and descriptions contained in the Project
Agreement are true, correct and complete, and do not contain any untrue statement or misleading
statement of a material fact, and do not omit to state a material fact required to be stated therein or
necessary to make the statements, information and descriptions contained therein, in the light of the
circumstances under which they were made, not misleading, and the estimates and the assumptions
contained in the Project Agreement are reasonable and based on the best information available to
the Borrower.

ARTICLE Ill

LOAN

Section 3.01 Definitions.For purposes of this Article 3, the following capitalized terms shall
have the following meanings:

"Borrower's Annual Bond Repayment Amount" shall mean the amount determined by
dividing the CFC Commitment by the number of years from the Closing Date to the Maximum CREB
Term Anniversary Date, which amount shall be recalculated on the date CFC rescinds any excess
moneys pursuant to Section 3.05 or 3.06 hereof.

"Quarterly Bond Deposit Amount" shall mean for each Payment Date, the amount
determined by subtracting from the Quarterly Bond Repayment Amount the principal amount payable
by the Borrower pursuant to Section 3.03.A(ii)(b)(1) on such Payment Date.

"Quarterly Bond Repayment Amount" shall mean one-fourth (%) of the Borrowel"s Annual
Bond Repayment Amount.

Section 3.02 Advances. The obligation of the Borrower to repay the Advances shall be
evidenced by the Note. The aggregate amount of all Advances made hereunder shall not exceed the
CFC Commitment. At the end of the Draw Period, CFC shall have no further obligation to make
Advances.

A. Initial Advance. Borrower hereby agrees that on the Closing Date, CFC shall
automatically, and without action by Borrower, make the Initial Advance. On the Closing Date, CFC
shall notify Borrower of the final amount of the Initial Advance and the amount of the CFC
Commitment remaining for Borrower to subsequently Advance.

Subsequent Advances.

0) The Borrower may submit a request for the Primary Advance to CFC in writing (which
may be submitted by facsimile) no later than 12:00 noon local time at CFC ls offices in
Herndon, Virginia seven Business Days prior to the Closing Date. The Primary
Advance may be requested in any amount up to the CFC Commitment. CFC shall
make the Primary Advance two Business Days after the Closing Date in the lesser of
(i) the aggregate amount of such requested Primary Advance, and (ii) the amount of
the CFC Commitment less the amount of the Initial Advance.
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(ii) Except as set forth in 3.02.A and 3.02.B(i) hereof, the Borrower shall submit its
request for an Advance to CFC in writing (which may be submitted by facsimile) no
later than 12:00 noon local time at CFC's offices in Herridon, Virginia at least two (2)
Business Days prior to the last Business Day of any calendar month. Borrower may
make multiple requests for Advances during any calendar month in any amount so
long as the aggregate amount of all Advances requested in such month is in an
amount not less than $100,000.00, provided however that at such time as there
remains less ,
request the entirety of such remaining amount. CFC shall make a single Advance to
Borrower on the first Business Day of the calendar month following Borrower's
request(s) for an Advance. Such Advance shall be in the aggregate amount of all
Advances requested by Borrower in the prior month, provided however that at such
time as there remains less than $100,000.00 available for Advance hereunder and
Borrower requests the entirety of such remaining amount, CFC shall Advance the
entirety of such remaining amount.

than $100,000.00 available for Advance hereunder Borrower may

Section 3.03 Interest Rate and Payment. The Note shall be payable and bear interest as

follows:

A. Payments; Maturity, Amortization.

(i) The Note shall be due and payableon the Maturity Date.

(ii) On each Payment Date, the Borrower shall promptly pay the following:

(a) accrued interest on the principal amount of the Loan outstanding less the amount
of the Initial Advance, and

(b) the Quarterly Bond Repayment Amount, consisting of:

(1) the principal amount due on any outstanding Advances, determined on the
basis of a quarterly amortization schedule from the date of each Advance;
and

(2) the Quarterly Bond Deposit Amount.

(iii) If not sooner paid, any amount due on account of the unpaid principal, interest
accrued thereon and fees, if any, shall be due and payable on the Maturity Date.

(iv) Each Advance shall amortize on a level principal payment basis from the date thereof
through the Maturity Date.

(v) CFC will furnish to the Borrower a Payment Notice at least ten (10) days before each
Payment Date, provided, however, that CFC's failure to send a Payment Notice shall not constitute a
waiver by CFC or be deemed to relieve the Borrower of its obligation to make payments as and when
due as provided for herein,

(vi) No provision of this Agreement or of any Note shall require the payment, or permit the
collection, of interest in excess of the highest rate permitted by applicable law.
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Borrower agrees that the records of, and all computations by, CFC (in whatever media they are
recorded or maintained) as to the amount of principal, interest, fees and Quarterly Bond Deposit
Amount due on the Loan shall be conclusive in the absence of manifest error.

B. Application of Payments. Each payment shall be applied to the Loan, first to any
fees, costs, expenses or charges other than interest or principal, second to interest accrued, third to
the Quarterly Bond Deposit Amount and the balance to principal.

C. Application of Bond Repayment Deposit. At such time as the aggregate amount
billed by CFC in any calendar year on account of amortized principal under this Agreement exceeds
the Borrower's Annual Bond Repayment Amount for such year, CFC shall apply a portion of the
Borrower's prior payments of the Quarterly Bond Deposit Amount in the amount of such overage to
principal then due. Until such time, Borrower's payments of the Quarterly Bond Deposit Amount shall
not reduce the amount of principal outstanding and subject to amortization. Any amount paid by the
Borrower under this Agreement on account of the Quarterly Bond Deposit Amount in excess of the
principal amount of the fully advanced Loan shall be refunded to the Borrower on the Maturity Date.

D. Interest Rate Computation. Each Advance except the Initial Advance shall bear
interest at the CFC CREB Rate which shall apply until the Maturity Date. The initial Advance shall
not bear interest. Interest on Advances shall be computed on the basis of a 30-day month and 360-
day year.

Section 3.04. Extraordinary Obligation to Prepay. Upon a Determination of Tax Credt
Ineligibility that subjects the CREBs to an extraordinary mandatory redemption due to a failure of the
Borrower to observe any agreement or representation in this Loan Agreement (as more particularly
described in paragraph (b) of the defined term "Determination of Tax Credit Ineligibility"), the
Borrower shall prepay the Loan, or such part thereof as determined by CFC, at such times and in
such amounts as determined by CFC within sixty (60) days of such determination together with a
prepayment premium prescribed by CFC pursuant to its policies of general application in effect from
time to time.

Sectlon 3.05. Rescission of Excess Moneys, Fee. If the Borrower has not drawn down
the full amount of the CFC Commitment at (i) the time of filing the Completion Certificate under
Section 5.01P. hereof, (ii) the time of filing the Termination Certificate under 5.01Q. hereof, (iii) a
Determination of Tax Credit Ineligibility or (iv) the end of the Draw Period, a corresponding rescission
of the amount of principal available to be drawn on the Note as calculated by CFC shall automatically
be made without further action by the Borrower. CFC shall release the Borrower from its obligations
hereunder as to such rescinded portion, provided the Borrower complies with such terms and
conditions as CFC may impose for such release including, without limitation, payment of any
rescission fee that CFC may from time to time prescribe, pursuant to its policies of general
application.

Section 3.06. Cancellation of Excess Moneys. If the Borrower has not drawn down the full
amount of the CFC Commitment at the time CFC determines that it will cease making Advances
hereunder pursuant to Section 7.01 hereof, a corresponding cancellation of the amount of principal
available to be drawn on the Note as calculated by CFC shall automatically be made without action
by the Borrower.

Section 3.07. Default Rate. If Borrower defaults.on its obligation to make a payment due
hereunder by the applicable Payment Date, and such default continues for thirty days thereafter, then
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beginning on the thirty-first day after the Payment Date and for so long as such default continues,
Advances shall bear interest at the Default Rate.

Section 3.08. Patronage Capital; Interest Rate Discounts. No patronage capita! shall be
earned, and no interest rate discounts shall apply, to the Loan.

Section 3.09. Optional Prepayment. Except for prepayments made pursuant to
Section 3.04 hereof, no prepayment of any Advance, in whole or in part, may be made by the
Borrower.

ARTICLE IV

CONDITIONS OF LENDING

Section 4.01 The obl igation of  CFC to make any Advance hereunder is subject to
satisfaction of the following conditions in form and substance satisfactory to CFC:

A. Legal Matters. All legal matters incident to the consummation of the transactions
hereby contemplated shall be satisfactory to counsel for CFC.

B. Documents. CFC shall have been furnished with (i) the executed Loan Documents,
(ii) certified copies of all such organizational documents and proceedings of the Borrower authorizing
the transactions hereby contemplated as CFC shall require, (iii) an opinion of counsel for the Borrow
Er addressing such legal matters as CFC shall reasonably require, and (iv) all other such documents
as CFC may reasonably request

Government Approvals. The Borrower shall have furnished to CFC true and correct
copies of all certif icates, authorizations, consents, permits and licenses from Governmental
Authorities necessary for the execution or delivery of the Loan Documents or performance by the
Borrower of the obligations thereunder

Representations and Warranties. The representations and warranties contained in
Article II shall be true on the date of the making of each Advance hereunder with the same effect as
though such representations and warranties had been made on such date, no Event of Default and
no event which, with the lapse of time or the notice and lapse of time would become such an Event of
Default, shall have occurred and be continuing or will have occurred after giving effect to each
Advance on the books of the Borrower, there shall have occurred no material adverse change in the
business or condition, financial or otherwise, of the Borrower, and nothing shall have occurred which
in the opinion of CFC materially and adversely affects the Borrower's ability to perform its obligations
hereunder

Mortgage Recordation. The Mortgage (and any amendments, supplements or
restatements as CFC may require from time to time) shall have been duly filed, recorded or indexed
in all jurisdictions necessary (and in any other jurisdiction that CFC shall have reasonably requested)
to provide CFC a lien, subject to Permitted Encumbrances, on all of the Borrower's real property, all
in accordance with applicable law, and the Borrower shall have paid all applicable taxes, recording
and filing fees and caused satisfactory evidence thereof to be furnished to CFC

UCC Filings. Uniform Commercial Code financing statements (and any continuation
statements and other amendments thereto that CFC shall require from time to time) shall have been
duly filed, recorded or indexed in all jurisdictions necessary (and in any other jurisdiction that CFC
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shall have reasonably requested) to provide CFC a perfected security interest, subject to Permitted
Encumbrances, in the Mortgaged Property which may be perfected by the f iling of a f inancing
statement, all in accordance with applicable law, and the Borrower Shall have paid all applicable
taxes, recording and filing fees and caused satisfactory evidence thereof to be furnished to CFC.

G. Requisitions. The Borrower will requisition each Advance by submitting its written
requisition to CFC in the form attached as Exhibit A hereto. Requisitions for Advances shall be made
only for the purposes set forth in Schedule 1 hereto.

H. Other Information. The Borrower shall have furnished such other information as
CFC may reasonably require, including but not limited to (i) information regarding the specif ic
purpose for an Advance and the use thereof, (ii) feasibility studies, cash flow projections, financial
analyses and pro forma f inancial statements suff icient to demonstrate to CFC's reasonable
satisfaction that after giving effect to the Advance requested, the Borrower shall continue to achieve
the DSC ratio set forth in Section 5.01.A herein, to meet all of its debt service obligations, and
otherwise to perform and to comply with all other covenants and conditions set forth in this
Agreement, and (iii) any other information as CFC may reasonably request. CFC's obligation to
make any Advance hereunder is conditioned upon prior receipt and approval of the Borrower's
written requisition and other information and documentation, if any, as CFC may have requested
pursuant to this paragraph.

I. Issuance of Bonds. CFC shall have issued CREBs in an amount not less than the
CFC Commitment.

J. CREB Allocation. CFC shall have received an allocation in the amount of the CFC
Commitment from the U.S. Department of Treasury for the Borrowerls Project under its Securities
program.

K. Tax Credit lneligibiiity. There shall have occurred no Determination of Tax Credit
Ineligibility with regard to the Borrower or the Project.

L. Bring Down Certificate. Two (2) Business Days prior to the Closing Date, the
Borrower shall furnish CFC with a certificate of an Authorized Officer of the Borrower in the form of
Exhibit B hereto, certifying that all of the representations and warranties set forth in Article ll hereof
are true on the Closing Date.

ARTICLE V

COVENANTS

Section 5.01 Affirmative Covenants. The Borrower covenants and agrees with CFC that
until payment in full of the Note and performance of all obligations of the Borrower hereunder:

A. Financial Ratios; Design of Rates. The Borrower shall achieve an Average DSC
Ratio of not less than 1.35. The Borrower shall not decrease its rates for electric service if it has
failed to achieve a DSC Ratio of 1.35 for the calendar year prior to such reduction subject only to an
order from a Governmental Authority properly exercising jurisdiction over the Borrower.

Loan Proceeds. The Borrower shall use the proceeds of this Loan solely for the
purposes identified on Schedule 1 hereto
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c. Notice. The Borrower shall promptly notify CFC in writing of:

(i) any material adverse change in the business, operations, prospects, assets, liabilities
or financial condition of the Borrower,

(ii) the institution or threat of any litigation or administrative proceeding of any nature
involving the Borrower which could materially affect the business, operations, prospects, assets,
liabilities or financial condition of the Borrower,

(iii) the occurrence of an Event of Default hereunder, or any event that, with the giving of
notice or lapse of time, or both, would constitute an Event of Default.

D. Default Notices. Upon receipt of  any notices with respect to a default by the
Borrower under the terms of any evidence of any indebtedness with parties other than CFC or of any
loan agreement, mortgage or other agreement relating thereto, the Borrower shall deliver copies of
such notice to CFC.

Annual Certificates.

(I) W ithin one hundred twenty (120) days af ter the close of  each calendar year,
commencing with the year in which the initial Advance hereunder shall have been made, the
Borrower will deliver to CFC a written statement, in form and substance satisfactory to CFC, signed
by the Borrower's General Manager or chief Executive Officer, stating that during such year, and that
to the best of said person's knowledge, the Borrower has fulfilled all of its obligations under this
Agreement, the Project Agreement, the Note, and the Mortgage throughout such year or, if there has
been a default in the fulfillment of any such obligations, specifying each such default known to said
person and the nature and status thereof.

(ii) The Borrower shall deliver to CFC within one hundred twenty (120) days of CFC's
written request, which shall be no more frequently than once every year, a certification, in form and
substance satisfactory to CFC, regarding the condition of the Mortgaged Property prepared by a
professional engineer satisfactory to CFC. The Borrower shall also deliver to CFC such other
information as CFC may reasonably request from time to time

Loan Capital Term Certificate Purchase. The Borrower will purchase LCTCs, if
required, in an amount calculated pursuant to CFC's policies of general application and shall pay for
such LCTCs as required thereby. CFC's policies with respect to such LCTCs are set forth in
Schedule 1

Financial Books; Financial Reports; Right of Inspection. The Borrower will at all
times keep, and safely preserve, proper books, records and accounts in which full and true entries
will be made of all of  the dealings, business and affairs of the Borrower, in accordance with
Accounting Requirements. When requested by CFC, the Borrower will prepare and furnish CFC
from time to time, periodic financial and statistical reports on its condition and operations. All of such
reports shall be in such form and include such information as may be specified by CFC. Within one
hundred twenty (120) days of the end of each calendar year during the term hereof, the Borrower
shall furnish to CFC a full and complete report of its f inancial condition and statement of its
operations as of the end of such calendar year, in form and substance satisfactory to CFC. in
addition, within one hundred twenty (120) days of the end of each the Borrower's fiscal years during
the term hereof, the Borrower shall furnish to CFC a full and complete consolidated and consolidating
report of its financial condition and statement of its operations as of the end of such fiscal year
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audited and certified by independent certified public accountants nationally recognized or otherwise
satisfactory to CFC and accompanied by a report of such audit in form and substance satisfactory to
CFC, including without limitation a consolidated and consolidating balance sheet and the related
consol idated and consol idat ing statements of  income and cash f low. CFC, through i ts
representatives, shall at all times during reasonable business hours and upon prior notice have
access to, and the right to inspect and make copies of, any or all books, records and accounts, and
any or all invoices, contracts, leases, payrolls, canceled checks, statements and other documents
and papers of every kind belonging to or in the possession of the Borrower or in anyway pertaining to
its property or business.

H. Notice of Additional Secured Debt. The Borrower will notify CFC promptly in writing
if it incurs any additional secured indebtedness other than indebtedness to CFC or indebtedness
otherwise provided for in the Mortgage.

I. Funds Requisition. The Borrower agrees (i) that CFC may rely conclusively upon the
written instructions submitted to CFC in the Borrower's written request for an Advance hereunder,
(ii) that such instructions shall constitute a covenant under this Agreement to repay the Advance in
accordance with such instructions, the applicable Note, the Mortgage, the Project Agreement and
this Agreement, and (iii) to request Advances only for the purposes set forth in Schedule 1 hereto.

J. Compliance With Laws. The Borrower and each Subsidiary shall  remain in
compliance, in all material respects, with all applicable requirements of law and applicable rules and
regulations of each Governmental Authority.

K. Taxes. The Borrower shall pay, or cause to be paid al l  taxes, assessments or
governmental charges lawfully levied or imposed on or against it and its properties prior to the time
they become delinquent, except for any taxes, assessments or charges that are being contested in
good faith and with respect to which adequate reserves as determined in good faith by the Borrower
have been established and are being maintained.

L. Further Assurances. The Borrower shall execute any and all further documents,
financing statements, agreements and instruments, and take all such further actions (including the
filing and recording of financing statements, fixture filings, mortgages, deeds of trust and other
documents), which may be required under any applicable law, or which CFC may reasonably
request, to effectuate the transactions contemplated by the Loan Documents or to grant, preserve,
protect or perfect the Liens created or intended to be created thereby. The Borrower also agrees to
provide to CFC, from time to time upon request, evidence reasonably satisfactory to CFC as to the
perfection and priority of the Liens created or intended to be created by the Loan Documents.

M. Environmental Covenants. Borrower shall:

(i) at its own cost, comply in all material respects with all applicable Environmental Laws,
including, but not limited to, any required remediation, and

(ii) i f  i t  receives any wri tten communication al leging Borrower's v iolation of  any
Environmental Law, provide CFC with a copy thereof within ten (10) Business Days after receipt, and
promptly take appropriate action to remedy, cure, defend, or otherwise affirmatively respond to the
matter.

N. Limitations on Loans, Investments and Other Obligations. The aggregate amount
of al! purchases, investments, loans, guarantees, commitments and other obligations described in

f
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Section 5.02.D(i) of this Agreement shall at all times be less than fifteen percent (15%) of Total utility
Plant or fifty percent (50%) of Equity, whichever is greater.

O. Tax Status of the CREBs. The Borrower shall utilize the Project or cause it to be
utilized as provided in the Project Agreement until the CREB Maturity Date. No use will be made of
the proceeds of the CREBs other than as set forth herein and in the Project Agreement and no
changes will be made in the Project or in the operation or beneficial use thereof (including, without
limiting the generality of the foregoing, the use of the Project by the Borrower or any related person)
without an opinion of Bond Counsel that such a use or change will not adversely affect the eligibility
of the CREBs to qualify for a tax credit for the owner thereof, for federal income tax purposes. The
Borrower agrees and warrants that it will not take or authorize or permit any action to be taken and
has not taken or authorized or permitted any action to be taken and will not fail to take any action to
comply with the Project Agreement which adversely affects the eligibility of the CREBs to qualify for a
tax credit for the owner thereof, for federal income tax purposes. This agreement and warranty shall
survive the termination of this Agreement.

P. Completion Certificate. The Borrower shall submit to CFC within 30 days after the
completion of the Project, a Completion Certificate signed by an Authorized Officer of the Borrower.

Q. Termination Certificate. If  the Borrower determines that the Project will not be
completed as described in Section 5.01.P above, then the Borrower shal l  submit to CFC a
Termination Certificate, within 30 days of a determination that:

. (0
Project, and

no further acquisition, construction or installation will occur with respect to the

(ii) the Borrower does not intend to make any further Advances.

R. Other Information. The Borrower shall furnish such other information as CFC may
reasonably require relating to the Project.

Section 5.02 Negative Covenants. The Borrower covenants and agrees with CFC that until
payment in full of the Note and performance of all obligations of the Borrower hereunder, the
Borrower will not, directly or indirectly, without CFC's prior written consent:

A. Limitations on Mergers. Consolidate with, merge, or sell all or substantially all of its
business or assets, or enter into an agreement for such consolidation, merger or sale, to another
entity or person unless such action is either approved, as is evidenced by the prior written consent of
CFC, or the purchaser, successor or resulting corporation is or becomes a member in good standing
of  CFC and assumes the due and punctual payment of  the Note and the due and punctual
performance of the covenants contained in the Mortgage and this Agreement.

B. Limitations on Sale, Lease or Transfer of Capital Assets; Application of
Proceeds. Sell, lease or transfer (or enter into an agreement to sell, lease or transfer) any capital
asset, except in accordance with this Section 5.02.B. If no Event of Default (and no event which with
notice or lapse of time and notice would become an Event of Default) shall have occurred and be
continuing, the Borrower may, without the prior written consent of CFC, sell, lease or transfer (or
enter into an agreement to sell, lease or transfer) any capital asset in exchange for fair market value
consideration paid to the Borrower if the value of such capital asset is less than five percent (5%) of
Total Utility Plant and the aggregate value of capital assets sold, leased or transferred in any 12-
month period is less than ten percent (10%) of Total Utility Plant.
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c. Limitation on Dividends, Patronage Refunds and Other Distributions.

(i) Make Distributions in any calendar year if, after giving effect to the Distribution, the total
Equity of the Borrower will be less than twenty percent (20%) of its Total Assets.

(ii) If, after giving effect to the Distribution, the total Equity of the Borrower will be less than
twenty percent (20%) of its Total Assets, then the Borrower may nevertheless make Distributions of
up to thirty percent (30%) of its total margins for the preceding calendar year.

(iii) Notwithstanding anything to the contrary in subparagraphs (i) and (ii) above, the Borrower
shall not make any Distribution without the prior written consent of CFC if an Event of Default under
this Agreement has occurred and is continuing.

D. Limitations on Loans, Investments and Other Obligations.

(i) (a) Purchase, or make any commitment to purchase, any stock, bonds, notes, debentures,
or other securities or obligations of or beneficial interests in, (b) make, or enter into a commitment to
make, any other investment, monetary or otherwise, in, (c) make, or enter into a commitment to
make, any loan to, or (d) guarantee, assume, or otherwise become liable for, or enter into a
commitment to guarantee, assume, or otherwise become liable for, any obligation of any Person if,
after giving effect to such purchase, investment, loan, guarantee or commitment, the aggregate
amount thereof would exceed the greater of fifteen percent (15%) of Total Utility Plant or fifty percent
(50%) of Equity.

(ii) The following shall not be included in the limitation of purchases, investments, loans and
guarantees in (i) above: (a) bonds, notes, debentures, stock, or other securities or obligations issued
by or guaranteed by the United States or any agency or instrumentality thereof, (b) bonds, notes,
debentures, stock, commercial paper, subordinated capital certif icates, or any other security or
obligation issued by CFC or by institutions whose senior unsecured debt obligations are rated by at
least two nationally recognized rating organizations in either of their two highest categories, (c)
investments incidental to loans made by CFC, (d) any deposit that is fully insured by the United
States, (e) loans and grants made by any Governmental Authority to the Borrower under any rural
economic development program, but only to the extent that such loans and grants are non-recourse
to the Borrower; and (f) unretired patronage capital allocated to the Borrower by CFC, a cooperative
from which the Borrower purchases electric power, or a statewide cooperative association of which
Borrower is a member.

(iii) In no event may the Borrower take any action pursuant to subsection (i) if an Event of
Default under this Agreement has occurred and is continuing,

E. Organizational Change. Change its type of organization or other legal structure,
except as permitted by Section 5.02.A. hereof, in which case the Borrower shall provide at least 30
days prior written notice to CFC together with all documentation reflecting such change as CFC may
reasonably require.

F. Notice of Change in Borrower Information. Change its (i) state of incorporation, (ii)
legal name, (iii) mailing address, or (iv) organizational identification number, if it has one, unless the
Borrower provides written notice to CFC at least thirty (80) days prior to the effective date of any
such change together with all documentation reflecting any such change as CFC may reasonably
require.
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ARTICLE VI

EVENTS OF DEFAULT

Section 6.01 The following shall be "Events of Default" under this Agreement:

A. Representations and Warranties. Any representation or warranty made by the
Borrower herein, or in any of the other Loan Documents, or in any certificate or financial statement
furnished to CFC hereunder or under any of the other Loan Documents shall prove to be false or
misleading in any material respect.

B. Payment. The Borrower shal l  fai l  to pay (whether upon stated maturi ty, by
acceleration, or otherwise) any principal, interest, premium (if any) or other amount payable under
the Note and the Loan Documents within five (5) Business Days after the due date thereof.

c. Other Covenants.

(i) No Grace Period. Failure of the Borrower to observe or perform any covenant
or agreement contained in the Project Agreement or in Sections 5.01.A, 5.01.B,
5.01.D, 5.01 .E, 5.01 .G, 5.01 .|, 5.01.N, 5.01.0 and 5.02 of this Agreement.

(ii) Thirty Day Grace Period. Failure of the Borrower to observe or perform any
other covenant or agreement contained in this Agreement or any of the other Loan
Documents, which shall remain unremedied for thirty (30) calendar days after written
notice thereof shall have been given to the Borrower by CFC.

D. Legal Existence, Permits and Licenses. The Borrower shall forfeit or otherwise be
deprived of (i) its authority to conduct business in the jurisdiction in which it is organized or in any
other jurisdiction where such authority is required in order for the Borrower to conduct its business in
such jurisdiction or (ii) permits, easements, consents or licenses required to carry on any material
portion of its business.

E. Other CFC Obligations. The Borrower shal l  be in breach or defaul t  of  any
Obligation, which breach or default continues uncured beyond the expiration of any applicable grace
period.

F. Other Obligations. The Borrower shall (i) fail to make any payment of any principal,
premium or any other amount due or interest on any indebtedness with parties other than CFC which
shall remain unpaid beyond the expiration of any applicable grace period, or (ii) be in breach or
default with respect to any other term of any evidence of any other indebtedness with parties other
than CFC or of any loan agreement, mortgage or other agreement relating thereto which breach or
default continues uncured beyond the expiration of any applicable grace period, if the effect of such
failure, default or breach is to cause the holder or holders of that indebtedness to cause that
indebtedness to become or be declared due prior to its stated maturity (upon the giving or receiving
of notice, lapse of time, both or otherwise).

G. Involuntary Bankruptcy. An involuntary case or other proceeding shal l  be
commenced against the Borrower seeking liquidation, reorganization or other relief with respect to it
or its debts under bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the
appointment of a trustee, receiver, liquidator, custodian or other similar official of it or any substantial
part of its property and such involuntary case or other proceeding shall continue without dismissal or
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stay for a period of sixty (60) days, or an order for relief shall be entered against the Borrower under
the federal bankruptcy laws or applicable state law as now or hereafter in effect.

H. Insolvency. The Borrower shall commence a voluntary case or other proceeding
seeking liquidation, reorganization or other relief with respect to itself  or its debts under any
bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the appointment of a
trustee, receiver, liquidator, custodian or other similar official of it or any substantial part of its
property, or shall consent to any such relief or to the appointment of or taking possession by any
such official in an involuntary case or proceeding commenced against it, or shall make a general
assignment for the benefit of creditors, or shall admit in writing its inability to, or be generally unable
to, pay its debts as they become due, or shall take any action to authorize any of the foregoing.

I. Dissolution or Liquidation. Other than as provided in subsection H. above, the
dissolution or liquidation of the Borrower, or failure by the Borrower promptly to forestall or remove
any execution, garnishment or attachment of such consequence as will impair its ability to continue
its business or fulfill its obligations and such execution, garnishment or attachment shall not be
vacated within sixty (60) days. The term "dissolution or liquidation of the Borrower", as used in this
subsection, shall not be construed to include the cessation of the corporate existence of the Borrower
resulting either from a merger or consolidation of the Borrower into or with another corporation
following a transfer of all or substantially all its assets as an entirety, under the conditions set forth in
Section 5.02.A.

J. Material Adverse Change. Any material adverse change in the business or
condition, financial or otherwise, of the Borrower.

K. Monetary Judgment. The Borrower shall suffer any money judgment not covered by
insurance, writ or warrant of attachment or similar process involv ing an amount in excess of
$100,000 and shall not discharge, vacate, bond or stay the same within a period of sixty (60) days.

L. Nonmonetary Judgment. One or more nonmonetary judgments or orders (including,
without limitation, injunctions, writs or warrants of attachment, garnishment, execution, distrait,
replevin or similar process) shall be rendered against the Borrower that, either individually or in the
aggregate, could reasonably be expected to have a material adverse effect upon the business,
operations, prospects, assets, liabilities or financial condition of the Borrower.

ARTICLE VII

REMEDIES

Section 7.01 If any of the Events of Default listed in Section 6 hereof shall occur after the
date of this Agreement and shall not have been remedied within the applicable grace periods
specified therein, then CFC may:

(i)

(ii)

Cease making Advances hereunder,

Declare all unpaid principal outstanding on the Note, all accrued and unpaid interest
thereon, and all other Obligations to be immediately due and payable and the same
shall thereupon become immediately due and payable without presentment, demand,
protest or notice of any kind, all of which are hereby expressly waived,
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(iii) Exercise rights of setoff or recoupment and apply any and all amounts held, or hereby
held, by CFC or owed to the Borrower or for the credit or account of the Borrower
against any and all of the Obligations of the Borrower now or hereafter existing
hereunder or under the Note, including, but not l imited to, patronage capital
allocations and retirements, money due to Borrower from equity certificates purchased
from CFC, and any membership or other fees that would otherwise be returned to
Borrower but excluding any LCTCs purchased by the Borrower pursuant to this
Agreement. The rights of CFC under this section are in addition to any other rights
and remedies (including other rights of setoff or recoupment) which CFC may have.
The Borrower waives all rights of setoff, deduction, recoupment or counterclaim,

(iV) Pursue all rights and remedies available to CFC that are contemplated by the
Mortgage and the other Loan Documents in the manner, upon the conditions, and with
the effect provided in the Mortgage and the other Loan Documents, including, but not
limited to, a suit for specific performance, injunctive relief or damages,

(V) Pursue any other rights and remedies available to CFC at law or in equity,

Nothing herein shall limit the right of CFC to pursue all rights and remedies available to a creditor
following the occurrence of an Event of Default. Each right, power and remedy of CFC shall be
cumulative and concurrent, and recourse to one or more rights or remedies shall not constitute a
waiver of any other right, power or remedy.

ARTICLE VIII

MISCELLANEOUS

Section 8.01 Notices. All notices, requests and other communications provided for herein
including, without limitation, any modifications of, or waivers, requests or consents under, this
Agreement shall be given or made in writing (including, without limitation, by telecopy) and delivered
to the intended recipient at the "Address for Notices" specified below, or, as to any party, at such
other address as shall be designated by such party in a notice to each other party. All such
communications shall be deemed to have been duly given (i) when personally delivered including,
without limitation, by overnight mail or courier service, (ii) in the case of notice by United States mail,
certified or registered, postage prepaid, return receipt requested, upon receipt thereof, or (iii) in the
case of notice by telecopy, upon transmission thereof, provided such transmission is promptly
confirmed by either of the methods set forth in clauses (i) or (ii) above in each case given or
addressed as provided for herein. The Address for Notices of each of the respective parties is as
follows:

National Rural Utilities Cooperative Finance Corporation
2201 Cooperative Way
Herndon, Virginia 20171-3025
Attention: Senior Vice President - Member Services
Fax # 703-709-6776

The Borrower:

The address set forth in
Schedule 1 hereto
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Section 8.02 Expenses. Borrower shall reimburse CFC for any reasonable costs and
out-of-pocket expenses paid or incurred by CFC (including, without limitation, reasonable fees and
expenses of outside attorneys, paralegals and consultants) for all actions CFC takes, (a) to enforce
the payment of any Obligation, to effect collection of any Mortgaged Property, or in preparation for
such enforcement or collection, (b) to institute, maintain, preserve, enforce and foreclose on CFC'S
security interest in or Lien on any of the Mortgaged Property, whether through judicial proceedings or
otherwise, (c) to restructure any of the Obligations, (d) to review, approve or grant any consents or
waivers hereunder, (e) to prepare, negotiate, execute, deliver, review, amend or modify this
Agreement, (f) to prepare, negotiate, execute, deliver, review, amend or modify any other
agreements, documents and instruments deemed necessary or appropriate by CFC in connection
with any of the foregoing, and (g) to obtain any opinions required to be furnished upon a
Determination of Tax Credit Ineligibility and an extraordinary prepayment as set forth in Section 3.04
hereof or a rescission of excess money as set forth in Section 3.05 or a cancellation of excess
moneys as set forth in Section 3.06.

The amount of all such expenses identified in this Section 8.02 shall be secured by the
Mortgage and shall be payable upon demand, and if not paid, shall accrue interest at the Default
Rate.

Section 8.03 Late Payments. If payment of any amount due hereunder is not received at
CFC's office in Herndon, Virginia, or such other location as CFC may designate to the Borrower
within five (5) Business Days after the due date thereof, the Borrower will pay to CFC, in addition to
all other amounts due under the terms of the Loan Documents, any late payment charge as may be
fixed by CFC from time to time pursuant to its policies of general application as in effect from time to
time.

Section 8.04. Non-Business Day Payments. If any payment to be made by the Borrower
hereunder shall become due on a day which is not a Business Day, such payment shall be made on
the next succeeding Business Day and such extension of time shall be included in computing any
interest in respect of such payment.

Section 8.05 Filing Fees. To the extent permitted by law, the Borrower agrees to pay all
expenses of CFC (including the reasonable fees and expenses of its counsel) in connection with the
filing, registration, recordation or perfection of the Mortgage and any other security instruments as
may be required by CFC in connection with this Agreement, including, without limitation, all
documentary stamps, recordation and transfer taxes and other costs and taxes incident to execution,
filing, registration or recordation of any document or instrument in connection herewith. The Borrower
agrees to save harmless and indemnify CFC from and against any liability resulting from the failure to
pay any required documentary stamps, recordation and transfer taxes, recording costs, or any other
expenses incurred by CFC in connection with this Agreement. The provisions of this subsection shall
survive the execution and delivery of this Agreement and the payment of all other amounts due under
the Loan Documents.

Section 8.06 Waiver; Modification. No failure on the part of CFC to exercise, and no delay
in exercising, any right or power hereunder or under the other Loan Documents shall operate as a
waiver thereof, nor shall any single or partial exercise by CFC of any right hereunder, or any
abandonment or discontinuance of steps to enforce such right or power, preclude any other or further
exercise thereof or the exercise of any other right or power. No modification or waiver of any
provision of this Agreement, the Note or the other Loan Documents and no consent to any departure
by the Borrower therefrom shall in any event be effective unless the same shall be in writing by the

as
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party granting such modification, waiver or consent, and then such modification, waiver or consent
shall be effective only in the specific instance and for the purpose for which given.

SECTION 8.07
JURY TRIAL.

GOVERNING LAW; SUBMISSION TO JURISDICTION; WAIVER OF

(A) THE PERFORMANCE AND CONSTRUCTION OF THIS AGREEMENT AND THE NOTE
SHALL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE
COMMONWEALTH OF VIRGINIA.

(B) THE BORROWER HEREBY SUBMITS TO THE NON-EXCLUSIVE JURISDICTION OF
THE UNITED STATES COURTS LOCATED IN VIRGINIA AND OF ANY STATE COURT SO
LOCATED FOR PURPOSES OF ALL LEGAL PROCEEDINGS ARISING OUT OF OR RELATING
TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY. THE BORROWER
IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY
OBJECTIONS THAT IT MAY NOW OR HEREAFTER HAVE TO THE ESTABLISHING OF THE
VENUE OF ANY SUCH PROCEEDINGS BROUGHT IN SUCH A COURT AND ANY CLAIM THAT
ANY SUCH PROCEEDING HAS BEEN BROUGHT IN AN INCONVENIENT FORUM.

r

(C) THE BORROWER AND CFC EACH HEREBY IRREVOCABLY WAIVES, TO THE
FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY AND ALL RIGHT TO TRIAL BY
JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT
OR THE TRANSACTIONS CONTEMPLATED HEREBY.

,I

r

1

SECTION 8.08 INDEMNIFICATION. THE BORROWER HEREBY INDEMNIFIES AND
AGREES TO HOLD HARMLESS, AND DEFEND CFC AND ITS MEMBERS, DIRECTORS,
OFFICERS, EMPLOYEES, AGENTS, ATTORNEYS AND REPRESENTATIVES (EACH AN
"INDEMNITEE") FOR, FROM, AND AGAINST ALL CLAIMS, DAMAGES, LOSSES, LIABILITIES,
COSTS, AND EXPENSES (INCLUDING, WITHOUT LIMITATION, COSTS AND EXPENSES OF
LITIGATION AND REASONABLE ATTORNEYS' FEES) ARISING FROM ANY CLAIM OR DEMAND
IN RESPECT OF THIS AGREEMENT AND THE OTHER LOAN DOCUMENTS, THE MORTGAGED
PROPERTY, OR THE TRANSACTIONS DESCRIBED IN THIS AGREEMENT AND THE OTHER
LOAN DOCUMENTS AND ARISING AT ANY TIME, WHETHER BEFORE OR AFTER PAYMENT
AND PERFORMANCE OF ALL OBLIGATIONS UNDER THIS AGREEMENT AND THE OTHER
LOAN DOCUMENTS IN FULL, EXCEPTING ANY SUCH MATTERS ARISING SOLELY FROM THE
GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF CFC OR ANY INDEMNITEE INCLUDING
WITHOUT LIMITATION ANY DETERMINATION MADE OR OTHER ACTION TAKEN BY CFC
PURSUANT TO SECTIONS 3.04, 3.05 and 3.06 OF THIS AGREEMENT. NOTINITHSTANDING
ANYTHING TO THE CONTRARY CONTAINED IN SECTION 8.10 HEREOF, THE OBLIGATIONS
IMPOSED UPON THE BORROWER BY THIS SECTION SHALL SURVIVE THE REPAYMENT OF
THE NOTE, THE TERMINATION OF THIS AGREEMENT AND THE TERMINATION OR RELEASE
OF THE LIEN OF THE MORTGAGE.

Section 8.09 Complete Agreement. This Agreement, together with the schedules to this
Agreement, the Note and the other Loan Documents, and the other agreements and matters referred
to herein or by their terms referring hereto, is intended by the parties as a final expression of their
agreement and is intended as a complete statement of the terms and conditions of their agreement.
In the event of any conflict in the terms and provisions of this Agreement and any other Loan
Documents, the terms and provisions of this Agreement shall control.
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Section 8.10 Survival; Successors and Assigns. All covenants, agreements,
representations and warranties of the Borrower which are contained in this Agreement shall survive
the execution and delivery to CFC of the Loan Documents and the making of the Loan hereunder
and shall continue in full force and effect until all of the obligations under the Loan Documents have
been paid in full. All covenants, agreements, representations and warranties of the Borrower which
are contained in this Agreement shall inure to the benefit of the successors and assigns of CFC. The
Borrower shall not have the right to assign its rights or obligations under this Agreement without the
prior written consent of CFC, except as provided in Section5.02.A hereof.

Section 8.11 Use of Terms. The use of the singular herein shall also refer to the plural, and
vice versa.

Section 8.12 Headings. The headings and sub-headings contained in this Agreement are
intended to be used for convenience only and do not constitute part of this Agreement.

Section 8.13 Severability. If any term, provision or condition, or any part thereof, of this
Agreement, the Note or the other Loan Documents shall for any reason be found or held invalid or
unenforceable by any governmental agency or court of competent jurisdiction, such invalidity or
unenforceability shall not affect the remainder of such term, provision or condition nor any other term,
provision or condition, and this Agreement, the Note and the other Loan Documents shall survive and
be construed as if such invalid or unenforceable term, provision or condition had not been contained
therein.

Section 8.14 Binding Effect. This Agreement shall become effective when it shall have
been executed by both the Borrower and CFC and thereafter shall be binding upon and inure to the
benefit of the Borrower and CFC and their respective successors and assigns.

Section 8.15 Counterparts. This Agreement may be executed in one or more counterparts,
each of which will be deemed an original and all of which together will constitute one and the same
document. Signature pages may be detached from the counterparts and attached to a single copy of
this Agreement to physically form one document.

Section 8.16 Disclosure. This Agreement and any other Loan Document may be shared
by CFC with such Persons as shall be required in order to facilitate the issuance of the CREBs,
including, but not limited to, its attorneys, underwriters and investors in the CREBs.

Section 8.17 Schedule 1. Schedule 1 attached hereto is an integral part of this Agreement.
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed
as of the day and year first above written.

(SEAL)

SULPHUR SPRINGS VALLEY
ELECTRIC COOPERATIVE, INC.

By:

Title: am 5 4 an/7-

4 /
/

Attest:
°t,.;a¢=.t¢ry

C H E D E N  w .  H U B E L
CHIEF EXECUTIVE OFFICER

NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE CORPORATION

(SEAL)

By: /W4/7Q4@»4ae9 wl
Assistant Secretary-Treasurer

MARIANNE L DUSOLD

*B
Attest:

Assisla'nt Secretary-Treasurer

1

QRAIG COLANTONI

1
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SCHEDULE 1

The purpose of this loan is to finance (i) the reimbursement of the cost of the Project of the
Borrower, including any reasonable costs and expenses incurred by the Borrower in
connection with financing the Project, as described and permitted by the terms of the Project
Agreement and (ii) a portion of CFC's costs in issuing the CREBs as set forth in Section
3.02.A.

The Project of the Borrower being financed by the Loan (funded by proceeds of the CREBs)
constitutes the following clean renewable energy facilities:

Empire Elementary District Photovoltaic Solar Automobile ParkinQ Shade Structure

This project will place a photovoltaic module that will produce 23 kW of electricity in the shade
structure at the Empire Elementary School. The PV structure will provide electricity to the
school with excess power flowing to the Borrower's system.

Subject to the terms of this Agreement, CFC has agreed to loan to the Borrower from
proceeds of the CREBs, an amount not to exceed $280,000.00 (the "CFC Commitment").

Draw Period shall mean the period beginning on the Closing Date and ending on the date that
is five (5) years thereafter.

The Borrower shall not purchase the LCTCs or any portion thereof with funds from the Loan.
The Borrower shall use its own funds or funds borrowed under another credit facility to
purchase such LCTCs, subject to the CFC policies regarding LCTCs set forth in the following
paragraph.

CFC Policies Regarding LCTCs: (i) Any solvent Member of CFC with an outstanding LCTC
purchased in connection with a loan from the proceeds of Securities may borrow the
outstanding amount of the LCTC from CFC without a further credit review, for a term equal to
or shorter than the maturity of the LCTC at a rate equal to the comparable rate charged by
CFC for similarly classified loans, and (ii) any Member of CFC with an outstanding LCTC
purchased in connection with a loan from the proceeds of Securities may sell such LCTC to
another Member of CFC for consideration.

The Mortgage shall mean the Restated Mortgage and Security Agreement, dated as of
December 6, 2007, between the Borrower and CFC, as it may have been supplemented,
amended, consolidated, or restated from time to time.

The Note executed pursuant hereto is as follows:

The Subsidiaries of the Borrower referred to in Section 2.01 .B. are: None

The date of the Borrower's balance sheet referred to in Section 2.01 .H is June 30, 2006.

10. The Borrower's exact legal name is: Sulphur Springs Valley Electric Cooperative, Inc.
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11.

12.

The Borrower's organizational type is: Corporation

The Borrower is organized under the laws of the state of: Arizona

13. The Borrower's organizational identification number is: 0038220-2

14. The place of business or, if more than one, the chief executive office of the Borrower referred
to in Section 2.01 .I is 311 East Wilcox, Sierra Vista, Arizona 85635.

15. The Governmental  Authori ty referred to in Sect ion 2.01.J.
Commission

is: Arizona Corporation

16. The address for notices to the Borrower referred to in Section 8.01 is 311 East Wilcox,
Sierra Vista, Arizona 85635, Attention: General Manager, Fax: (520) 384-5223.
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Exhibit A - Funds Requisition Statement

Borrower Name & ID: Sulphur Springs Valley Electric Cooperative, Inc. (AZ014)
Loan Number: AZ014-A-9039-CB001
Loan Agreement and Project Agreement with CFC dated :
CREBs Series: 2008A
CFC CREBs Application #1 9
Name of Project: Empire Elementary District Photovoltaic Solar Automobile Parking Shade Structure
Funds Requisition Statement No.:

Amount Requested:
Date Of Advance:

Disposition of Funds (wiring instructions):

Certification

Acting on behalf of the Borrower, I hereby certify that as of the date below: (1) I am duly
authorized to make this certification and to request funds on the terms specified herein,
(2) the Borrower has met all of the conditions contained in the Loan Agreement and the
Project Agreement listed above governing the terms of this Advance that the Borrower is
required to meet prior to an Advance of funds, (3) all of the representations and warranties
contained in said Loan Agreement and Project Agreement are true and will continue to be
true upon use of the funds as hereby requested, (4) no Event of Default, under the Loan
Agreement or the Borrower's Mortgage, has occurred and is continuing, (5) I know of no
other event that has occurred which, with the lapse of time and/or notification to CFC of such
event, or after giving effect to this Advance, would become an Event of Default under the
Loan Agreement or the Borrower's Mortgage, (6) the funds requested herein will be used
only as a reimbursement for the purposes specified in the Loan Agreement and the Project
Agreement, (7) the costs to be reimbursed by the funds requested herein are capital
expenditures and have not previously been reimbursed under a previous Funds Requisition
Statement, (8) the Borrower has secured sufficient funds to complete the Project, (9) any
necessary permits and approvals required for the Project at this point have been obtained,
(10) the Borrower is maintaining a file containing true and correct copies of invoices or bills
of sale covering all items for which payment is sought by this request, (11) such costs have
been incurred and paid by the Borrower in connection with the Project, (12) the Borrower is
not using the funds requested, hereby to make any payments of principal or interest due
under the Loan Agreement, (13) no expenditure which is being reimbursed by the funds
requested hereby was paid more than eighteen months after the later of (i) the date the
expenditure is paid or (ii) the date the Project is placed in service, but in no event later than
three years after the date the original expenditure was paid, and (14) set forth below is a
table listing all of the major components of the Project, how much is being requested in this
Funds Requisition Statement as an advance for certain components, how much has been
advanced on each component to date, the percentage of each component that is completed
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to date, and the purpose of the advance(s) being requested by this Funds Requisition
Statement.

I hereby authorize CFC, for and on behalf of the Borrower, to forward this Funds Requisition
Statement to the Trustee for disbursement of the Advance from the Project Account relating
to the above Loan to the Borrower on the following terms, and hereby acknowledge and
agree that such terms shall be binding upon Borrower under the provisions of the Loan
Agreement governing this Advance:

C€l'tifi€d By:

Signature Date Title of Authorized Officer

PLEASE FAX TO 703-709-6776 ATTN : , Associate Vice President

APPROVED:

NATIONAL RURAL UTILITIES COOPERATIVE FINANCE CORPORATION

By:
Title:
Date:

CFC LOANAG
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EXHIBIT B

BRING-DOWN CERTIFICATE
OF

BORROWER

T h e  u n d e r s i g n e d , ,  d u l y  q u a l i f i e d  o f f i c e r s  o f  S U L P H U R  S P R I N G S
V A L L E Y  E L E C T R I C  C O O P E R A T I V E ,  I N C .  ( t h e "B onow e / " ) , an Ar i zona corpora t i on ,  hereby  cer t i f y
as  f o l l ows:

1 . T h e  f o l l o w i n g  d o cu m e n t s  h a ve  b e e n  d u l y  e xe cu t e d ,  a n d  d e l i ve re d  o r  a cce p t e d  i n  t h e
name and on behal f  o f  t he Borrower by the author i zed o f f i cer  or  o f f i cers  o f  t he Borrower pursuant  t o ,
and in fu l l  compl iance wi th,  authori t y  granted by the Board of  TnJsteeslDi rectors of  the Borrower:

DOCUMENT DATE OTHER PARTY OR PARTIES

Loan Agreement  ( t he
"Ag reem en t " )

I 2 0 0 Nat ional  Rural  Ut i l i t ies Cooperat ive
F i nance  Corpora t i on ( "CFC")

Pro jec t  Agreement  ( t he "Pro jec t
Agreem en t " )

| 2 0 0

Note ( the "Note") 1 200_

2. Each o f  t he  representa t i ons  and warran t i es  o f  t he  Borrower  i n  t he  Loan Agreement  and
the Pro ject  Agreement  are t rue and correct  on and as of  t he date hereof  ( the "Closing Date'3, and the
Borrower  has compl i ed  w i t h  a l l  agreements  and sa t i s f i ed  a l l  cond i t i ons  on i t s  par t  t o  be  observed or
sat is f ied thereunder at  or pr ior to the Closing Date.

IN WITNESS WHEREOF,  the unders igned have hereunto set  the i r  s ignatures th is
,  2008.

d a y  o f

S U L P H U R  S P R I N G S  V A L L E Y  E L E C T R I C
C O O P E R A T I V E ,  I N C .

B y
Tit le:

B y
Ti t le:

CFC LOANAG
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EXHIBIT c

COMPLETION CERTIFICATE
OF

BORROWER

P u r s u a n t  t o  t h e  L o a n  A g r e e m e n t  d a t e d  a s  o f b y  a n d  b e t w e e n  S U L P H U R
S P R I N G S  V A LLE Y  E LE C TR I C  C O O P E R A TI V E ,  I N C .  ( t he  "B o r row ed* ' )  and  N a t i ona l  R u ra l  U t i l i t i es
C oopera t i ve  F i nance  C orpo ra t i on  ( "C FC " )  re l a t i ng  t o  C FC  Loan  N um ber  AZ014-A -9039-C B001  ( t he
" L o a n  A g r e e m e n t " ) ,  t h e  u n d e r s i g n e d , , d u l y  q u a l i f i e d  o f f i c e r  o f  t h e
Borrower,  hereby cert i f ies as fo l lows:

( i ) O n  [ d a t e  o f  c o m p l e t i o n ]  a l l  p o r t i o n s  o f  t h e  P r o j e c t  ( a s  d e f i n e d  i n  t h e  L o a n
A g r e e m e n t )  h a v e  b e e n  f u l l y  c o m p l e t e d  s u b s t a n t i a l l y  i n  a c c o r d a n c e  w i t h  a n y  p l a n s  a n d
speci f i cat ions therefore,  as then amended,  and

(i i ) A m o u n t  a d v a n c e d  o n  t h e  L o a n  ( a s  d e f i n e d  i n  t h e  L o a n  A g r e e m e n t )  a n d  t h e
use  o f  t he  p rope r t y  f i nanced ,  re f i nanced  o r  re i m bursed  t he re f rom  w i l l  no t  cause  any  o f  t he
representa t i ons  o r  cer t i f i ca t i ons  con ta i ned  i n  t he  Pro jec t  Agreement  (as  de f i ned  i n  t he  Loan
Agreement ) to be unt rue or resul t  in  a v io lat ion of  any covenant  in  the Project  Agreement .

in WITNESS WHEREOF,  the undersigned have hereunto set  h is/her s ignature th is
,  20 .

day  o f

S U L P H U R  S P R I N G S  V A L L E Y  E L E C T R I C
C O O P E R A T I V E ,  I N C .

B y
Ti t le:

CFC LOANAG
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EXHIBIT D

TERMINATION CERTIFICATE
OF

BORROWER

P u r s u a n t  t o  t h e  L o a n  A g r e e m e n t  d a t e d  a s  o f b y  a n d  b e t w e e n  S U L P H U R
S P R I N G S  V A L L E Y  E L E C T R I C  C O O P E R A T I V E ,  I N C .  ( t h e  "B o r ro w e r " )  a n d  N a t i o n a l  R u ra l  U t i l i t i e s
C oopera t i ve  F i nance  C orpo ra t i on  ( "C FC " )  re l a t i ng  t o  C FC  Loan  N um ber  AZ014-A -9039-C B001  ( t he
" L o a n  A g r e e m e n t " ) ,  t h e  u n d e r s i g n e d , ,  d u l y  q u a l i f i e d  o f f i c e r  o f  t h e
Borrower,  hereby cer t i f i es  as fo l l ows:

( i ) a l l  po r t i ons  o f  t he  P ro j ec t  (as  de f i ned  i n  t he  Loan  Agreem ent )  have  no t  been
fu l l y  completed substant ia l l y  in  accordance wi th any p lans and speci f i cat ions therefor,  as then
a m e n d e d ,

(i i ) no fur ther acquis i t i on,  const ruct ion or insta l la t ion w i l l  occur w i th  respect  to  the
Pro ject  (as def ined in  the Loan Agreement ) ,  and

( i i i ) t he  Bo r row er  does  no t  i n t end  t o  reques t  any  f u r t he r  Advances  (as  de f i ned  i n
the Loan Agreement )  on the Loan (as def i ned in  t he Loan Agreement ) .

IN W»TNESS WHEREOF,  the undersigned have hereunto set  his/her signature this
,  20 .

day  o f

S U L P H U R  S P R I N G S  V A L L E Y  E L E C T R l C
C O O P E R A T I V E ,  I N C .

B y
Ti t le;

3
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SECURED PROMISSORY NOTE

$840,000.00 dated as of I 9 / 2 / / m 0 7

SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC., an Arizona corporation
(the "Borrower"), for value received, hereby promises to pay, without setoff, deduction,
recoupment or counterclaim, to the order of NATIONAL RURAL UTILITIES COOPERATIVE
FINANCE CORPORATION (the "Payee"), at its office in Hemdon, Virginia office or such other
location at its office in Hemdon, Virginia or such other location as the Payee may designate to
the Borrower, in lawful money of the United States, the principal sum of EIGHT HUNDRED
FORTY THOUSAND AND 00/100 DOLLARS ($840,000.00), or such lesser sum of the
aggregate unpaid principal amount of all advances made by the Payee pursuant to that certain
Loan Agreement dated as of even date herewith between the Borrower and the Payee, as it
may be amended from time to time (herein called the "Loan Agreement"), and to pay interest on
all amounts remaining unpaid hereunder from the date of each advance in like money, at said
office, at the rate and in amounts and payable on the dates provided in the Loan Agreement
together with any other amount payable under the Loan Agreement. If not sooner paid, any
balance of the principal amount and interest accrued thereon shall be due and payable on the
Maturity Date.

This Note is secured under a Restated Mortgage and Security Agreement, dated of
December 6, 2007 between the Borrower and the Payee, as it may have been or shall be
supplemented, amended, consolidated or restated from time to time ("Mortgage"). This Note is
one of the Notes referred to in, and has been executed and delivered pursuant to, the Loan
Agreement.

The principal hereof and interest accrued thereon and any other amount due under the
Loan Agreement may be declared to be forthwith due and payable in the manner, upon the
conditions, and with the effect provided in the Mortgage or the Loan Agreement.

The Borrower waives demand, presentment for payment, notice of dishonor, protest,
notice of protest, and notice of non-payment of this Note.

IN WITNESS WHEREOF the Borrower has caused this Note to be signed in its corporate
name and its corporate seal to be hereunto affixed and to be attested by its duly authorized
officers, all as of the day and year first above written.

SULPHUR SPRINGS VALLEY
ELECTRIC COOPERATIVE, INC.

(SEAL)
\ .r69 Wm

Title: PV¢5IL€A7r

By:

Attest:
C! r* -I-~..C-..""."!l§' CREDEN w. HUBEF-I

CHIEF EXECUTIVE OFFICER
Loan No. AZ014-A-9040-CB001

CFC NOTE
AZ014-A-9040-C8001 (JABLONJ)
116030-2
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PROJECT AGREEMENT

OF

SULPHUR SPRINGS VALLEY ELECTRIC COOPERAT1VE, INC. (THE "BORROWER")

Q/ aw eDATED: as of

The undersigned is a duly qualified officer of the Borrower named above and, as such
officer, is f 1iar with (i) the properties, affairs and records of the Borrower, (ii) the issuance of
the Securities (as hereinafter defined) and the use of the proceeds thereof as it relates to the
Borrower and (iii) the Project, as hereinafter defined.

r

I n  connec t i on  w i t h  t he  i ssuance  o f  t he  C l ean  R enew ab l e  E ne rgy  B onds  (C oope ra t i ve
Renewable Energy Projects) Series 2008A ( the "Securi t ies ") , being issued by the Nat ional  Rural
U t i l i t i es  Coopera t i ve  F inance Corpora t i on ( t he  ' i ssuer " ) ,  t he  unders i gned  he reby cert i f ies and
covenan t s  regard i ng  t he  use  o f  t he  p roceeds  o f  t he  Secur i t i es  advanced  t o  t he  Bor rower ,  as
f o l l ows :

1. General.

1.1 This  Pro ject  Agreement  i s  made pursuant  t o  Sect i on 54 o f  t he In terna l  Revenue
C o d e  o f  1 9 8 6 ,  a s  a m e n d e d  ( t h e  " C o d e " ) ,  a n d  a n y  U n i t e d  S t a t e s  T r e a s u r y
regulat ions and other guidance thereunder to  make the cert i f i cat ions requi red by
Sec t i on  54  o f  t he  C ode  and  any  U n i t ed  S t a res  T reasu ry  regu l a t i ons  and  o t he r
guidance thereunder and to establ ish die reasonable expectat ions of  the Borrower
w i t h  respect  t o  t he  amount  and use o f  amounts  t o  be  advanced to  t he  Borrower
pu rsuan t  t o  t he  Loan  A g reem en t  da t ed  as  o f  even  da t e  he rew i t h  be t w een  d i e
I ssuer  and the Borrower ( t he "Loan Agreement " ) .  Capi ta l i zed terms used here in
are def ined where they f i rst  appear or are def ined in Exhibi t  A at tached hereto.

This Pro ject  Agreement  i s  based on facts and est imates in  ex istence on the date
he reo f  and the cont inued veraci ty of  these facts and est imates as of  the date that
the Secur i t i es are i s sued  ( t he  "C l os i ng " ) w i l l  b e  c o n f i rm e d  b y  t h e Bor row er  on
t he  date  o f  C los ing,  and on the bas i s  o f  such fac t s  and est imates,  t he Borrower
e x p e c t s  t h a t  t h e  e v e n t s  d e s c r i b e d  h e r e i n  w i l l  o c c u r . T o  t h e  b e s t  o f  t h e
unders igned 's  knowledge,  i n format ion,  and be l ie f ,  t he expectat ions conta ined in
this Project  Agreement  are reasonable

1.3 T h e Borrower i s  a  Qual i f i ed Borrower,  as def ined in  Exhib i t  A ,  and i s responsible
f o r  t he  acqu i r i ng / cons t ruc t i ng / equ i pp i ng  o f  t he  P ro j ec t  (de f i ned  be l ow ) . The
unders i gned  has  rev i ewed t h i s  P ro j ec t  Agreement ,  as  we l l  as  t he  p rov i s i ons  o f
Sec t i on  54  o f  t he  C ode  and  any  U n i t ed  S t a t es  T reasu ry  regu l a t i ons  and  o t he r
guidance thereunder,  w i th  i t s  own legal  counsel  and understands and i s  fami l i ar
w i t h  t h i s  P ro j ec t  A g reem en t  and  t he  p rov i s i ons  o f  S ec t i on  54  and  any  U n i t ed
S t a t es  T reasury  regu l a t i ons  and  o t he r  gu i dance  t he reunder .  The  Bor rower  w i l l
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comply in all respects with the provisions of Section 54 and any United States
Treasury regulations and other guidance thereunder.

1.4 The Borrower agrees to keep and retain or cause to be kept and retained sufficient
records to demonstrate compliance with the covenants in this Project Agreement.
Such records shall include, but are not limited to, basic records relating to the
issuance of the Securities (including this Project Agreement and the inducement
resolution as described in Section 3.3 hereof), documentation evidencing the
expendime of  amounts advanced to the Borrower pursuant to the Loan
Agreement; documentation evidencing the use of property financed with amounts
advanced to the Borrower pursuant to the Loan Agreement, and documentation
evidencing all sources of payment or security maintained by the Borrower for
amounts advanced to the Borrower pursuant to the Loan Agreement. Such
records shall be kept until the date three (3) years alter the CRBB Maturity Date.

1.5 Neither the Borrower nor any Related Person (as defined in ExhibitA) to the
Borrower will purchase any Securities.

Qualified Project.

2.1 The Loan Agreement requires the amounts advanced thereunder to be used for
facilities to be owned by the Borrower, described in more detail in Section 2.2
hereof and in Exhibit 8 attached hereto as the "Updated Description of the
Project" (the "Project"). The Project was originally described in an exhibit to the
Application for National Clean Renewable Energy Bond Limitation submitted to
the Internal Revenue Service by the Issuer in support of the national clean
renewable energy bond allocation received by the Issuer, which "Original
Description of the Project" is attached hereto as Exhibit C.

2.2 The Project is a Solar Energy Facility (the "Qua lyjfing Facility"), as defined in
Exhibit A and property functionally related and subordinate thereto, as further
described inExhibit B, attached hereto.

Clean Renewable Energy Bonds Qualification.

3.1 At least 95 percent of the proceeds advanced to the Borrower pursuant to the Loan
Agreement will be used by the Borrower for capital expenditures with respect to
the Project. None of the proceeds of the Loan (as defined in the Loan Agreement)
will be paid to the Issuer, the Borrower or any Related Person to the Issuer or the
Borrower, except for amounts paid to the Borrower to reimburse the Borrower for
actual and direct expendimres relating to the Project paid by the Borrower to
persons other than the Issuer, the Borrower or any Related Person to the Issuer or
the Borrower.

f
J
J

3.2 The Borrower has incurred or will, within six months of the Closing Date, incur a
substantial binding obligation (not subject to contingencies within the control of
the Issuer, the Borrower or any Related Person to either of them) to a third party

CFC Doc
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to expend at least ten percent of the Loan Amount (Le. the total amount to be
advanced to the Borrower pursuant to the Loan Agreement). It is expected that
the work of acquiring/constructing/equipping the Project and the expenditure of
the Loan Amount will proceed with due diligence through May 12, 2008, at
which time it is anticipated that the Loan Amount will have been spent in its
entirety. The Borrower acknowledges that, to the extent dirt less than 95 percent
of the Loan Amount is expended by a date five years from the date of issuance of
the Securities, the Borrower will be required to prepay its Loan in an amount, and
the Issuer will redeem Securities at the end of such five-year period in an amount,
necessary to maintain the tax credit with respect to the Securities, unless
otherwise permitted by Section 6.5 hereof

It is expected that all amounts advanced to the Borrower under the Loan
Agreement will be spent to pay costs of the Project in accordance with the
estimated periodic drawdown schedule contained in ExhibizD, attached hereto.
The assumptions set forth in this Section 3.2 and on Exhibit D, attached hereto,
represent the Borrower's best estimate, as of this date, of the periodic drawdown
schedule of the Loan Amount.

3.3 The Borrower may use amounts advanced to the Borrower under the Loan
Agreement to reimburse itself for expenditures paid prior to the date of issuance
of the Securities. The Borrower shall reimburse itself for expenditures paid prior
to the date of issuance of the Securities only if such expenditure was paid alter the
Borrower adopted an inducement resolution, and the expenditure is described in
such inducement resolution

The Borrower shall use proceeds of the Loan to reimburse itself for
expenditures paid prior to the date the Securities were issued only if such
reimbursement is made within eighteen months after the later of (i) the date
the expenditure is paid or (ii) the date the Project is placed in service, but in
no event later than three years after the date the original expenditure was
paid

Except for any reimbursement allowed under this Section 3.3, no portion of the
proceeds advanced to the Borrower will be used to pay for expenditures relating
to acquiring existing facilities (as contrasted with costs of enhancements, repair or
rehabilitation of existing facilities)

3.4 Neither the Project nor any portion thereof has been, is expected to be, or will be
sold or otherwise disposed of, in whole or in part, prior to the last maturity date of
the Securities

3.5 The Borrower has entered into the Loan Agreement of even date hereof under
which it is committed to borrow $840,000 from the Issuer of the Securities and
the Borrower reasonably expects to borrow and expend the full amount of such
commitment

CFC DOC
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3.6 At least 75% of the Loan Amount is expected to be used for Construction
Purposes.

3.7 The Borrower will not use proceeds of the Loan (i) to pre-pay for goods or
services to be received over a period of years prior to the date such goods or
services are to be received, or (ii) to pay for or otherwise acquire goods or
services from an Affiliated Person, as defined inExhibit A.

3.8 The Borrower shall at all times be a Qualified Borrower.

4. Remedial Action.

4.1 The Borrower agrees to operate the Project as a Qualifying Facility.

The Borrower acknowledges that if property financed with proceeds of the
Securities advanced to the Borrower is operated in a manner other than as a
Qualifying Facility such operation may constitute a "deliberate action" that may
require remedial actions to prevent the tax credit being produced by the Securities
from being disallowed.

The Borrower shall promptly contact the Issuer as provided in Section 6.3 hereof
if it considers operating property financed with proceeds of the Loan other than as
a Qualifying Facility.

4.2 The Borrower acknowledges that if property financed with proceeds of the Loan
is sold or otherwise disposed of in a manner contrary to the provisions of
Section 3.4 hereof, such sale or disposition may constitute a "deliberate action"
that may require remedial actions to prevent the tax credit being produced by the
Securities from being disallowed. If the Borrower considers the sale or other
disposition of property financed with proceeds of the Loan, it shall promptly
contact the Issuer, in the manner set forth in Section 6.3 hereof

Funds and Accounts:Investments.

5.1 After the issuance of the Securities, neither the Borrower nor anyRelatedPerson
to the Borrower has or will have any property, including cash, securities or any
other property held as a passive vehicle for the production of income or for
investment purposes, that constitutes:

(i) amounts that have a sufficiently direct nexus to the Securities or to
the governmental purpose of the Securities to conclude that the amounts would
have been used for that governmental purpose if the Securities were not used or to
be used for that governmental purpose (the mere availability or preliminary
earmarking of such amounts for a governmental purpose, however, does not itself
establish such a sufficient nexus),

CFC DOC
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(ii) amounts in a debt service fund, redemption fund, reserve fund,
replacement fund or any similar fund to the extent reasonably expected to be used
directly or indirectly to pay principal of or interest on the Securities or any
amounts for which there is provided, directly or indirectly, a reasonable assurance
that the amount will be available to pay principal of or interest on the Securities or
any credit enhancement or liquidity device with respect to the Securities, even if
the Issuer, the Borrower or any Related Person to either of them encounter
financial difficulties; or

(i i i ) any amounts held pursuant to any agreement (such as an agreement
to maintain certain levels of types of assets) made for the benefit of the holders of
the Securities or any credit enhancement provider, including any liquidity device
or negative pledge (e.g., any amount pledged to pay principal of or interest on an
issue held under an agreement to maintain the amount at a particular level for the
direct or indirect benefit of holders of the Securities or a guarantor of the
Securities)

No compensating balance, liquidity account, negative pledge of property held for
investment purposes required to be maintained at least at a particular level or
similar arrangement exists with respect to, in any way, the Securities or any credit
enhancement or liquidity device related to the Securities

5.2 During the acquirinyconstructing/equipping of the Project, the Borrower will
only draw down amounts from the Issuer for capital expenditures already paid by
the Borrower

5.3 Neither the Borrower nor any Related Person to the Borrower will enter into any
hedge (e.g., an interest rate swap, interest rate cap, futures contract, forward
contract or an option) with respect to the Loan or the Securities

5.4 All property subject to the Mortgage is and will be used by the Borrower in the
conduct of its trade or business. The Borrower reasonably expects to repay the
Loan from current operating revenues. The Mortgage does not require that cash
securities, obligations, annuity contracts or other property held principally as a
passive vehicle for the production of income be maintained, individually or
collectively, at any particular level

Miscellaneous

6.1 This Project Agreement shall be governed by and construed in accordance with
the laws of the Commonwealth of Virginia

6.2 Prior to the date 15 days before the Securities were sold, neither the Borrower nor
any Related Person to the Borrower has sold or delivered any obligations that are
reasonably expected to be paid out of substantially the same source of fids as the
Securities. Neither the Borrower nor any Related Person to the Borrower will sell
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or deliver within 15 days aiizer the date hereof any obligations that are reasonably
expected to be paid out of substantially the same source of funds as the Securities.

6.3 A11 notices provided for herein shall be given or made in writing (including,
without limitation, by telecopy) and delivered to the Issuer at the "Address for
Notices" specified below. All such communications shall be deemed to have
been duly given (i) when personally delivered including, without limitation, by
overnight mail or courier service, (ii) in the case of notice by United States mail,
certified or registered, postage prepaid, return receipt requested, upon receipt
thereof, or (iii) in the case of notice by telecopy, upon transmission thereof,
provided such transmission is promptly confirmed by either of the methods set
forth in clauses (i) or (ii) above in each case given or addressed as provided for
herein. The Address for Notices of the Issuer is as follows:

I

I

National Rural Utilities Cooperative Finance Corporation
2201 Cooperative Way
Herndon, Virginia 20171-3025
Attention: Senior Vice President - Member Services
Fax #703-709-6776

6.4 The Borrower represents that it bas not been contacted by the Internal Revenue
Service or any issuer of bonds, the proceeds Of which were loaned to the
Borrower regarding any examination of any tax exempt bonds issued for the
benefit of the Borrower. To the best of the lmowledge of the Borrower, no such
obligations of the Borrower are currently under examination by the Internal
Revenue Service.

6.5 Any restriction or covenant contained herein need not be observed or may be
changed if such nonobservance or change will not result in the loss of any tax
credit under Section 54 of the Code for the purpose of federal income taxation to
which the Securities is otherwise entitled and the Borrower receives an opinion of
Bond Counsel to such effect and the Issuer agrees to such nonobservance or
change.

I

6.6 If any clause, provision or section of this Project Agreement is ruled invalid by
any court of competent jurisdiction, the invalidity of such clause, provision or
section shall not affect any of the remaining clauses, sections or provisions hereof

6.7 The terms, provisions, covenants and conditions of this Project Agreement shall
bind and inure to the benefit of the respective successors and assigns of the Issuer
and the Borrower.

6.8 This Project Agreement shall tenninate on the date three (3) years after the CREB
Maturity Date.
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The undersigned acknowledge that this Project Agreement is given as a basis for an
opinion of the law firm of Chapman and Cutler LLP, Chicago, Illinois, and such firm is hereby
authorized to rely on this Project Agreement

DATED as of the day and year first above written

SULPHUR SpRn~1Gs VALLEY ELECTRIC
COOPERATIVE. INC

B y 6»?2»~._ P Y :
Tit1¢ (fl L en"
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EXHIBIT A

DEFINITIONS

"Affiliated Person " means any Person that (a) at any time during the six months prior to
the Closing Date, (i) has more than five percent of the voting power of die governing body of the
Issuer or the Borrower in the aggregate vested in its directors, officers, owners, and employees or
(ii) has more than five percent of the voting power of its governing body in the aggregate vested
in directors, officers, board members, owners, members or employees of the Issuer or the
Borrower or (b) during the one-year period beginning six months prior to the Closing Date, (i)
the composition of the governing body of which is modified or established to reflect (directly or
indirectly) representation of the interests of the Issuer or the Borrower (or for which an
agreement, understanding, or arrangement relating to such a modification or establishment
during that one-year period) or (ii) the composition of the governing body of the Issuer or the
Borrower is modified or established to reflect (directly or indirectly) representation of the
interests of such Person (or for which an agreement, understanding, or arrangement relating to
such a modification or establishment during that one-year period).

_

=

"Bond Counsel" means Chapman and Cutler LLP or any other nationally recognized
firm of attorneys experienced 'm the field of municipal obligations whose opinions are generally
accepted by purchasers of municipal obligations.

"Closing Date " means the date the Issuer issues the Securities.

"Code " means the Internal Revenue Code of 1986, as amended.

"Constructed Personal Property" means tangible personal property (or, if acquired
pursuant to a single acquisition contract, properties) or Specially Developed Computer Software
if(i) a substantial portion of the property or properties is completed more than six (6) months
alter the earlier of the date construction or rehabilitation commenced and the date the Borrower
entered into an acquisition contract, (ii) based on the reasonable expectations of the Borrower, if
any, or representations of the person constructing the property, with the exercise of due
diligence, completion of construction or rehabilitation (and delivery to the issuer) could not have
occurred within that six-month period; and (iii) if the Borrower itself builds or rehabilitates the
property, not more than 75 percent of the capitalizable cost is attributable to property acquired by
the Borrower (e.g., components, raw materials, and other supplies).

"Construction Purposes " means capital expenditures that are allocable to the cost of Real
Property or Constructed Personal Property. Except as provided in the next succeeding sentence,
construction expenditures do not include expenditures for acquisitions of interests in land or
other existing real property. Expenditures are not for the acquisition of an interest in existing
real property other than land if the contract between the seller and the Borrower requires the
seller to build or install the property (e.g., a turnkey contract), but only to the extent dirt the
property has not been built or installed at the time the parties enter into the contract.

CFC DOC
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"Control" means the possession, directly or indirectly through others, of either of the
following discretionary and non-ministerial rights or Powers over another entity (i) to approve
and to remove without cause a controlling potion of the governing body of a Controlled Entity,
or (ii) to requirethe use of funds or assets of a Controlled Entity for any purpose.

"Controlled Entity" means any entity or one of a group of entities that is subject to
Control by a Controlling Entity or group of Controlling Entities.

I

"Controlled Group " means agroup of entities directly or indirectly subject to Control by
the same entity or group of entities, including the entity that has the Control of the other entities.

"Controlling Entity"means any entity or one of a group ofentities directly or indirectly
having Control of any entities or group of entities .

"CREB Maturity Date " shall have the meaning ascribed to it in the Loan Agreement.

"Governmental Body" means any State, temltory, possession of the United States, the
District of Columbia, Indian tribal government, and any political subdivision thereof.

"Mortgage " means the mortgage and security agreement applicable to substantially all of
the property of the Borrower.

"Qualified Eorrower" means (i) a mutual or cooperative electric company described in
Sections 501(c)(12) or 138l(a)(2)(C) of the Code, or (ii) a Governmental Body (as defined
above).

"Real Properly" means land and improvements to land, such as buildings or other
inherently permanent structures, including interests in real property. For example, real properly
includes wiring in a building, plumbing systems, central heading or air-conditioning systems,
pipes or ducts, elevators, escalators installed in a building, paved parking areas, roads, wharves
and docks, bridges, and sewage lines.

"Related Person " means any member of the same Controlled Group as the Issuer or the
Borrower and any person related to the Issuer or a Borrower within the meaning of
Section 144(a)(3) of the Code.

"Solar Energy Facility " means a facility using solar energy to produce electricity.

"Specially Developed Computer Software" means any programs or routines used to
cause a computer to perform a desired task or set of tasks, and the documentation required to
describe and maintain those programs, provided that the software is specially developed and is
Nunctionally related and subordinate to real property or other constructed personal property,

"Tangible Personal Property" means any tangible property other than real property,
including interests in tangible personal property. For example, tangible personal property

CFC DOC
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includes machinery that is not a structural component of a building, subway cars, fire trucks,
automobiles, office equipment, testing equipment, and furnishings.

4
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EXHIBIT B

UPDATED DESCRIPTION OF THE PROJECT

1

CFC Application
Bond Proceeds Needed for Project:
Bond Allocation Requested and Received:

No. 10 Sulfur Springs Valley EC, Inc.

$840,000
$840,000

Name of Project Fort Huachuca Accommodation District Photovoltaic Solar
Automobile Parldng Shade Structure

Project Street Addresses

Colonel Smith Middle
School
Bldg. 67601 Gushing Street
Fort Huachuca, AZ 85670
Phone: (520)459-8892
Fax: (520) 459-8939

General Meyer Elementary
School
Smith Avenue Building 45103
For Huachuca, AZ 85670
Phone: (520)459-8986
Fax: (520)459-4092

Colonel Johnston Elementary
School
Rucker Street Building 47120
Fort Huachuca, AZ 85670
Phone:(520)459-8798
Fax: : (520)459-4090

County Cochise County

Individual Name to Contact
Company Name
Street Address
city, State, Zip
Telephone Number
Fax

Jack Blair
Sulfur Springs Valley Electric Cooperative, Inc.

311 E. Wilcox Drive
Sierra Vista,AZ 85635
(520) 515-3470
(520) 458-3457

Updated Detailed Description of the Project:

A cantilevered shade structure at a school on the top of which will be constructed a 23kW solar
photovoltaic system to supply power to the school. Excess power will flow on to the SSVEC
system.

CFC DDC
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Exunsrr C

ORIGINAL DESCRIPTION OF THE PROJECT

[COPY oF EXH1B1T A To ISSUERAPPLICATION ToTHE IRS]
CLEAN RENEWABLEENERGY BONDSAPPLICATION

Exunzrr A

SULPHUR Srnnvcs VALLEY ELECTRIC COOPERATIVE. INC

FORT HUACHUCA ACCOMMDDATION D1sTRxcT PHOTOVOLTAIC SOLAR SHADE STRUCHJRE

This pro ject  w i l l  p lace photovol ta ic  modules cost ing $280,000 each,  that  w i l l  produce 23 kW of
e lect r i c i t y  in  the shade st ructures in  the three Fort  Huachuca Accommodat ion D ist r i c t  schools
The PV st ructure wi l l  provide elect r ic i ty to the respect ive school  at  no charge.  There wi l l  also be
a cable connect ion to a computer in the l ibrary of  each school  to show students how the system is
w o r k i n g

This project  is the ident ical  project  that  Navopache Elect r ic Cooperat ive in Arizona bui l t  in 2001
that  cont inues to funct ion wi th no issues/problems

SSVEC w i l l  opera te  and main ta in  t he  s tmctwre .  Any excess power produced w i l l  f l ow  back t o
the  SSVEC gr i d

The PV s t ructures a t  t he schools  w i l l  s i gn i f i cant l y  reduce the i r  e lec t r i c  b i l l s ,  wh ich have been
disproport ionate ly large due to the per meter monthly surcharges mandated by the Envi ronmental
Port fo l io  Program (EPP),  and approved by the Ar i zona Corporat ion Commission.  A l l  customers
pay t he  EPP fees t o  SSVEC,  wh ich  uses t hem to  f und renewable  energy pro jec t s .  S ince each
schoo l  has  many meters ,  t hey  pay t he  EPP a  d i spropor t i onate l y  l a rge  amount  o f  do l l a rs .  The
benef i t  o f  reduced elect r i c  b i l l s  w i l l  o f f set  thei r  payments in to the Md

The RFP i ssued by Su l f u r  Spr ings Va l l ey  E lec t r i c  Cooperat i ve  f o l l ows

CFC DOC
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SULPHUR SPRINGS VALLEY ELECTRICCOOPERATIVE, INC.
A TOUCHSTONEENERGY® COOPERATIVE

FOR THE ELECTRIC COOPERATIVES IN THE STATE OF ARIZONA

REQUEST
A

PROPOSAL

F o r

A PHOTOVOLTAIC SYSTEM
USEDFOR

CARPORT OR SHADE STRUCTURES
F o r

PUBLIC BUILDINGS

Issumn: AUGUST 1,2005

Narrative: The Electric Cooperatives in Arizona (Duncan Valley EC, Graham County
EC, Mohave EC, Navopache EC, Sulfur Springs Valley EC, Trico EC and Arizona Electric

Power Cooperative, Inc.) request a proposal for a modular designed system to supply a 10 kW to
30 kW Photovoltaic (PV) system. System size is relative to the space available for the PV panels
on each site. System may consist of multiple free standing modules interconnected to meet the 10
to 30 kW size requirement. Modules to be used as tice standing carports or free standing covers
for walkways to provide shade. These systems are to be used at public buildings to increase the
awareness of PV systems and operations and systems will be sized based on the available space
Base pricing for 10, 15, 20, 25, and 30 kW systems are requested (systems may be rounded to the
nearest kw increment). The interconnection cost from the PV system to nearest distribution
panel will be on a case by case basis due to the variation in sites. This RFP is not all inclusive
and contractor may include other specifications or requirements they feel are necessary for a
successful venture.

This RFP is released on August 1, 2005 and response must be in a written proposal by
October 1, 2005. For questions or clarification of details please contact Albert Gomez (520-515
3473) or David Bane (520-515-3472).

SCOPE OF WORK - THE CONTRACTORWILLBE RESPONSIBLE FOR THE FoLLow1nG:

•

•

•

•

Structural design of the supporting PV structures (carport and walkway)
One line circuit diagrams for approval by local Cooperative's engineering department
Complete wiring diagrams (to be included in owner manual)
Isolation transformers as needed to meet the NEC
Purchase and installation of all components
Systems test period of 4-6 weeks prior to transfer of title of equipment to site owner

CFC DOC
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Any required Permits (Cooperative will reimburse actual cost of permits)
Meter socket on the A/C output of the inverter(s)
Interconnection with Customers electric service
Fencing around inverters and other equipment as required for security and public safety
Project to meet or exceed SunWatts standards
Basic training for site owner / site operator
Operators Manual

THE COOPERATIVE WILLPROVIDE THE FOLLOWING

Meter to measure AC output from PV system to owners electric panel
Written permission from site owner to build the PV Module
Act as the point of contact with the installation Contractor on behalf of the site owner

STRUCTURAL DESIGN REQUIREMENTS

The basic structure is to support the PV cells but must be able to work as a carport with
all the required clearances. Support should be in a cantilever style to allow easy parldng, spacing
on vertical supports should be in multiples of 10 feet to be able to match typical parking lot
spacing, height should allow the parking of full size passenger vans, and structure does not have
to be water proof (providing shade to vehicles is secondary to the production of energy). Sample
profile (to show intent not required design) is on page 4. Ideal structure would have the ability to
support PV panels that would be effective if the long side of the structure is in a North-South as
well as East-West orientation

PV DES1GN REQUIREMENTS

PV panels shall have warranty for a minimum of 15 years to cover rated output (output
degradation not to exceed 20% over life of panel)
All system components will be UL cerdtied
System will include isolation transformers per section 250-30 of the NEC
Polyphase inverter with voltage to match customer's system
Inverter to match capacity of project
15 year manufacturers warranty on Inverter (contractor may use an extended warranty

insurance policy to meet 15 year requirement)
Contractor will warranty repair labor at 100% for first 5 years, 66% of labor for second 5

years, and 33% of labor for remaining 5 years, (limited to warranty repairs)
Interconnection costs &om site of PV system to nearest practical distribution panel will be
on a case by case basis, (site selection process will keep this as short as possible)

SUNWATTS REQUIREMENTS

One-line drawings subject to approval by local Cooperative's engineering department
Units to operate in parallel with grid
Includes protection for out of frequency problems

CFC DOC
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Low harmonics
Inverter must disconnect in the event grid power is lost
Lockable safety switch located between the inverter and meter socket

TRAINING REQUIREMENTS2

The Contractor will prov ide suff icient time with the site owner to explain how to
disconnect the system, locate inverter, identify all junction boxes between the modules, and
identify any system waring lights or displays. Contractor will also provide system manual with
basic operating instructions and all the associated warranty information and manufacturer
contacts listed.

/
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EXHIBIT D

MONTHLY DRAWDOWN SCHEDULE OF AMOUNTS TO BE ADVANCED TO THE

BORROWER PURSUANT TOTHE LOAN AGREEMENT

DATE on WH1CH PROCEEDS ARE

EXPECTED TO BE EXPENDED
AMOUNTS o1= PROCEEDS To BE

EXPBNDED

April 28, 2008

May 5, 2008

$280,000

$280,000

May 12, 2008 $280,000

x
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EXHIBIT D

TERMINATION CERTIFICATE

OF

BORROWER

Pursuant to the Loan Agreement dated as of by and between SULPHUR
SPRINGS VALLEY ELECTRIC COOPERATIVE, INC. (the "Borrower") and National Rural Utilities
Cooperative Finance Corporation ("CFC") relating to CFC Loan Number AZ014-A-9040-CB001 (the
"Loan Agreement"), the undersigned, , duly qualified officer of the
Borrower, hereby certifies as follows :

(i) all portions of the Project (as defined in the Loan Agreement) have not been
fully completed substantially in accordance with any plans and specifications therefor, as then
amended,

(ii) no further acquisition, construction or installation will occur with respect to the
Project (as defined in the Loan Agreement), and

(iii) the Borrower does not intend to request any further Advances (as defined in
the Loan Agreement) on the Loan (as defined in the Loan Agreement).

In WITNESS WHEREOF, the undersigned have hereunto set hisser signature this
, 20 .

day of

SULPHUR SPRINGS VALLEY ELECTRIC
COOPERATIVE, INC.

By
Title:

CFC LOANAG
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SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC.

To

NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE CORPORATION

Issuer

LOAN AGREEMENT

Dated as of , 20012

\_
/

Clean Renewable Energy Bonds
(Cooperative Renewable Energy Projects) Series 2008A

of National Rural Utilities Cooperative Finance Corporation

CFC LOANAG
A2014.A.g040.CBgg1 (JABLONJ)
117574-2

i

Illlllll

- an n-

l



ARTICLE VII Remedies
Section 7.01 .

ARTICLE VI Events of Default
Section 6.01

ARTICLEV 13
Section 5.01 Affirmative Covenants . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13
Section 5.02 Negative Covenants 16

ARTICLE IV Conditionsof Lending
Section4.01

ARTICLE I Definitions
Section 1.01

ART\CLEM
Section 3.01 Definitions .
Section 3.02 Advances _ . ..... _ .. , .
Section 3.03 Interest Rate and Payment. . . . . . . .  ,  . . . . . . . .
Section 3.04. Extraordinary Obligation to Prepay . . . . . . . . .
Section 3.05. Rescission of Excess Moneys, Fee . . . . . . . .
Section 3.06. Cancellation of Excess Moneys . . . . . . . . . . . . .
Section 3.07. Default Rate. . . . . . . . . . , . . . . . . . . . . . . . .
Section 3.08. Patronage Capital, Interest Rate Discounts
Section 3.09. Optional Prepayment . . . . . . . . . . . . . . . .

ARTICLE ll Representations and Warranties .
Section 2.01

SECTION

TABLE OF CONTENTS

HEADING PAGE

19
19

18

18

9
9

9
10

11

11
11
11

12

12

6

6

1

1

*

ARTICLEVIII
Section 8.01
Sect¥on 8.02
Section 8.03 Late Payments
Section8.04.Non~BusirlessDayPayments
Section 8.05
Section8.06 Waiver;Modification
Section 8.07 Governing Law. Submission to Jurisdiction, Waiver of Jury Trial . . . . . . . . . . . .
Section8.08lndemnitication . . . . . . . . . . . . . . . . . , . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

2 0
2 0
2 1
2 1
2 1
2 1
2 1
2 2
2 2

CFC LOANAG
AZ014-A-9040-CB001 (JAB!.ONJ)
111574-2

*v-rv"-""»~

1

12

12



"

Section 8.09 Complete Agreement .
Section 8.10 Survival, Successors and Assigns
Section 8.11 Use of Terms
Section 8.12 Headings
Section 8.13 Severability .
Section 8.14 Binding Effect .
Section 8.15 Counterparts .
Section 8.18 Disclosure 1
Section 8.17 Schedule 1

22
23
23
23
23
23
23
23
23

Schedule I
EXHIBITA
EXHIBIT B
EXHIBIT C

EXHIBIT D

FUNDS REQUISITION STATEMENT
BRING-DOWN CERTIFICATE OF BORROWER
COMPLETION CERTIFICATE OF BORROWER
TERMINATION CERTIFICATE oF BORROWER

CFC LOANAG
AZ014-A-9040-CB001 (JABLONJ)
117514-2



LOAN AGREEMENT

LOAN AGREEMENT (this "Agreement") dated as of ,
between SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC. ("BOI'TOW€I'"), a
corporation organized and existing under the laws of the State of Arizona and NATIONAL RURAL
UTILITIES COOPERATIVE FINANCE CORPORATION ("CFC"), a cooperative association
organized and existing under the laws of the District of Columbia.

RECITALS

WHEREAS, the Borrower has applied to CFC for a loan for the purposes set forth in
Schedule 1 hereto, and CFC is wining to make such a loan to the Borrower on the terms and
conditions stated herein: and

WHEREAS, the Borrower has agreed to execute a promissory note to ev idence an
indebtedness in the aggregate principal amount of the CFC Commitment (as hereinafter defined).

NOW, THEREFORE, for and in consideration of the premises and the mutual covenants
hereinafter contained, the parties hereto agree and bind themselves as follows:

ARTlCLE I

DEFINITIONS

For purposes of this Agreement, the following capitalized terms shall have the
following meanings (such definitions to be equally applicable to the singular and the plural form
thereof). Capitalized terms that are not defined herein shall have the meanings as set forth in the
Mortgage,

Section 1.01

"Accounting Requirements" shall mean any system of accounts prescribed by a federal
regulatory authority having jurisdiction over the Borrower or, in the absence thereof, the requirements
of GAAP applicable to businesses similar to that of the BoiTower.

"Advance" shall mean each advance of funds by CFC to the Borrower pursuant to the terms
and conditions of this Agreement, including the Initial Advance and the Primary Advance.

"Authorized Off icer of the Borrower" means the Chairman, General Manager or Chief
Financial Officer of the Borrower or any other person authorized by the Board of the Borrower so to
act or any other person performing a function similar to the function performed by any such officer or
authorized person.

"Average DSC Ratlo" shall mean the average of the Borrower's two highest annual DSC
Ratios during the most recent three calendar years.

"Bond Counsel" means an attorney at law or a firm of attorneys (designated by CFC and
acceptable to the Trustee) of nationally recognized standing in matters pertaining to the tax-exempt
nature of interest or tax credits on bonds issued by states and their political subdivisions, duly
admitted to the practice of law before the highest court of any state of the United States of America.

CFC LOANAG
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"Business Day" shall mean any day that both CFC and the depository institution CFC
utilizes for funds transfers hereunder are open for business.

"CFC Commitment" shall have the meaning as defined in Schedule 1.
r

"CFC CREB Rate" shall mean the interest rate charged by CFC for loans made by CFC from
proceeds of the CREBs which rate shall not exceed one hundred and fifty basis points (150/100 of
1%) per annum.

"Closing Date" shall mean the date CFC issues the CREBs.

"Code" shall mean the Internal Revenue Code of 1986, as supplemented and amended.

"Completion Cert i f i cate" shal l  mean the cert i f i cate of  the Borrower required by
Section 5.01 .P of this Agreement, substantially in the form of Exhibit C hereto.

"CREBs" shall mean the series of Securities issued by CFC to provide financing .for the
Project.

"CREB Maturity Date" shall mean the maturity date of the CREBs, which shall be the
December 15th prior to the Maximum CREB Term Anniversary Date.

"Debt Service Coverage ("DSC") Ratio°' shall mean the ratio determined as follows: for any
calendar year add (i) Operating Margins, (ii) Non-Operating Margins--Interest, (iii) Interest Expense,
(iv) Depreciation and Amortization Expense, and (v) cash received in respect of generation and
transmission and other capital credits, and divide the sum so obtained by the sum of all payments of
Principal and Interest Expense required to be made during such calendar year, provided, however,
that in the event that any amount of Long-Term Debt has been refinanced during such year, the
payments of Principal and interest Expense required to be made during such year on account of
such refinanced amount of Long-Term Debt shall be based (in lieu of actual payments required to be
made on such refinanced amount of Long-Term Debt) upon the larger of (i) an annualization of the
payments required to be made with respect to the refinancing debt during the portion of such year
such refinancing debt is outstanding or (ii) the payment of Principal and interest Expense required to
be made during the following year on account of such refinancing debt.

"Default Rate" shall mean a rate per annum equal to one hundred and fzfly basis points
(150/100 of 1%).

"Depreciation and Amortization Expense" shall mean an amount consti tuting the
depreciation and amortization of the Borrowercomputed pursuant to Accounting Requirements.

"Determination of Tax Credit ineligibility" shall mean a determination that a particular
series of Securities does not qualify for a tax credit for the owner thereof under Section 54 of the
Code, which determination shall be deemed to have been made upon the occurrence of the first to
occur of the following:

(a) the date on which CFC determines that there is a significant likelihood that a
particular series of Securities may not qualify for a tax credit, if  such determination is
supported by a written opinion of Bond Counsel to that effect, or

CFC LOANAG
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(b) the date on which CFC shall receive notice in writing that the Trustee has been
advised by the owner of any Security that a particular series of Securities does not qualify for
a tax credit for the owner thereof, based upon a final determination made either by: (A) the
Internal Revenue Service in a published or private ruling or technical advice memorandum or
(B) any court of competent jurisdiction in the United States of America, as a result of a failure
by CFC or any borrower to observe any agreement or representation in the Tax Compliance
Agreement or a Loan Agreement or Project Agreement relating to the proceeds of the
Securities. Any such determination will not be considered final for this purpose unless the
Owner of the Securities involved in the proceeding or action resulting in the determination (i)
gives CFC and the Trustee prompt written notice of the commencement thereof and (ii) if
CFC agrees to pay all expenses in connection therewith and to indemnify such Owner of the
Securities against all liabilities in connection therewith, offers CFC an opportunity to contest
the determination, either directly or in the name of the Owner of the Securities, and until
conclusion of any review, if sought.

"Distributions" shall mean, with respect to the Borrower, any dividend, patronage refund,
patronage capital retirement or cash distribution to its members, or consumers (including but not
limited to any general cancellation or abatement of charges for electric energy or services furnished
by the Borrower). The term "Distribution" shall not include (a) a distribution by the Borrower to the
estate of a deceased patron, (b) repayment by the Borrower of a membership fee upon termination of
a membership, or (c) any rebate to a patron resulting from a cost abatement received by the
Borrower, such as a reduction of wholesale power cost previously incurred.

"Draw Period" shall have the meaning as described in Schedule 1 hereto.

"Environmental Laws" shall mean all laws, rules and regulations promulgated by any
Governmental Authority, with which Borrower is required to comply, regarding the use, treatment

distribution, transport, release of or exposure to any Hazardous Material.
discharge, storage, management handling, manufacture, generation, processing, recycling,

"Equity" shall mean the aggregate of the Borrower's equities and margins computed
pursuant to Accounting Requirements.

"Event of Default" shall have the meaning as described in Article VI hereof.

"Funds Requisition Statement" shall mean the certificate of the Borrower, in the form set
forth as Exhibit A to this Agreement, by which the Borrower will obtain an advance of funds from CFC
under the Loan.

"GAAP" shall mean generally accepted accounting principles set forth in the opinions and
pronouncements of the Accounting Principles Board and the American institute of Certified Public
Accountants and statements and pronouncements of the Financial Accounting Standards Board.

"Governmental Authority" shall mean the government of the United States of America, any
other nation or government, any state or other political subdivision thereof, whether state or local,
and any agency, authority, instrumentality, regulatory body, court or other entity exercising executive,
legislative, judicial, taxing, regulatory or administrative Powers or functions of or pertaining to
government.

"Hazardous Material" shall mean any (a) petroleum or petroleum products, radioactive
materials, asbestos-containing materials, polychlorinated biphenyls, lead and radon gas, and (b) any
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other substance designated as hazardous or toxic or as a pollutant or contaminant under any
Environmental Law.

"Indenture" shall mean the Indenture between CFC and U.S. Bank Trust Company National
Association, relating to the first issue of Securities, pursuant to which the Securities, including the
CREBs are issued, as supplemented andamended.

"Initial Advance" shall mean the Advance made by CFC on the Closing Date pursuant to
Section 3.02.A hereof to fund a portion of CFC's costs in issuing the CREBs attributable to the CFC
Commitment, including, but not limited to, original issue discount, underwriting discount and other
costs of issuance, including, without limitation, rating agency costs and legal, underwriting and
Trustee expenses.

"Interest Expense" shall meanan amount constituting the interest expense with respect to
Long-Tem1 Debt of the Borrower computed pursuant to Accounting Requirements. in computing
Interest Expense, there shall be added, to the extent not otherwise included, an amount equal to 33-
1/3% of the excess of Restricted Rentals paid by the Borrower over 2% of the Borrower's Equity.

"Lien" shall mean any statutory or common law consensual or non-consensual mortgage,
pledge, security interest, encumbrance, lien, right of set off, claim or charge of any kind, including,
without limitation, any conditional sale or other title retention transaction, any lease transaction in the
nature thereof and any secured transaction under the Uniform Commercial Code.

"Loan" shall mean the loan made by CFC to the Borrower, pursuant to this Agreement and
the Note, in an aggregate principal amount not to exceed the CFC Commitment.

"Loan Capital Term Certificate" or "LCTC" shall meana certificate, or book entry form of
account, evidencing theBorrower's purchaseof equity in CFC.

"Loan Documents" shall mean this Agreement, the Note, the Mortgage, the Project
Agreement and all otherdocuments or instruments executed, deliveredor executed and delivered by
the Borrower and evidencing,securing, governing or otherwise pertaining to, the Loan.

"Long-Term Debt" shall mean an amount constituting the long-term debt of the Borrower
computed pursuant to Accounting Requirements.

"Maturity Date" shall mean the Payment Date immediately priorto the CREB Maturity Date
permitted forthe CREBs under Section 54(eX2)of the Code as in effect on the Closing Date.

"Maximum CREB Term Anniversary Date" shall mean the anniversary of the Closing Date
that occurs at the maximum term permitted for the CREBs under Section 54(e)(2) of the Code as in
effect on the Closing Date.

"Mortgage" shall have the meaning as described in Schedule 1 hereto.

"Mortgaged Property" shall have the meaning ascribed to it in the Mortgage.

"Non-operating Margins-Interest" shall mean the amount representing the interest
component of non-operating margins of the Borrower computed pursuant to Accounting
Requirements.
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"Note" shall mean the secured promissory note, payable to the order of CFC, executed by
the Borrower, dated as of even date herewith, pursuant to this Agreement as identified on Schedule
1 hereto and shall include any substitute note or modification thereto.

"Obligations" shall mean any and all liabilities, obligations or indebtedness owing by the
Borrower to CFC, of any kind or description, irrespective of whether for the payment of money,
whether direct or indirect, absolute or contingent, due or to become due, now existing or hereafter
arising.

"Operating Margins" shall mean the amount of patronage capital and operating margins of
the Borrower computed pursuant to Accounting Requirements.

"Payment Date" shall mean the first (1st) day of each of March, June and September and
December.

"Payment Notice" shall mean a notice furnished by CFC to the Borrower that indicates the
amount of each payment of interest or interest and principal and the total amount of each payment
due.

"Permitted Encumbrances" shall have the meaning ascribed to it in the Mortgage.

"Person" shall mean natural persons, cooperatives, corporations, limited liability companies,
limited partnerships. general partnerships, limited liability partnerships, joint ventures, associations,
companies, trusts or other organizations, irrespective of whether they are legal entities, and
Governmental Authorities.

"Primary Advance" shall mean the Advance made by CFC to the Borrower pursuant to
Section 3.02.B hereof two Business Days after the Closing Date to reimburse Borrower for costs of
the Project.

"Principal" shall mean the amount of principal billed on account of Long-Term Debt of the
Borrower computed pursuant to Accounting Requirements.

"Project" shall mean the project being financed pursuant to the Loan, as further described in
Schedule 1.

"Project Account" means an account created pursuant to the Indenture within the Project
Fund related to the CREBs.

"Project Agreement" shall mean the Project Agreement, dated as of even date herewith,
executed by the Borrower with respect to the Project and the CREBs.

"Project Fund" means the Project Fund created and identified as such in the Indenture.

"Restricted Rentals" shall mean all rentals required to be paid under finance leases and
charged to income, exclusive of any amounts paid under any such lease (whether or not designated
therein as rental or additional rental) for maintenance or repairs, insurance, taxes, assessments,
water rates or similar charges. For the purpose of this definition the term "finance lease" shall mean
any lease having a rental term (including the term for which such lease may be renewed or extended
at the option of the lessee) in excess of three (3) years and covering property having an initial cost in
excess of $250,000 other than automobiles, trucks, trailers, other vehicles (including without

i
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limitation aircraft and ships), office, garage and warehouse space and office equipment (including
without limitation computers).

"Securities" shall mean one or more series of clean renewable energy bonds issued by CFC
under the Indenture.

t
"Subsidiary°' as to any Person, shall mean a corporation, partnership, limited partnership,

limited liability company or other entity of which shares of stock or other ownership interests having
ordinary voting power (other than stock or such other ownership interests having such power only by
reason of the happening of a contingency) to elect a majority of the board of directors or other
managers of such entity are at the time owned, or the management of which is otherwise controlled,
directly or indirectly through one or more intermediaries, or both, by such Person. Unless otherwise
qualified, all references to a "Subsidiary" or to "Subsidiaries" in this Agreement shall refer to a
Subsidiary or Subsidiaries of the Borrower.

"Tax Compliance Agreement" means a tax compliance certificate and agreement of CFC
with respect to a series of Securities, as accepted by the Trustee, as amended.

"Terminatlon Certificate" shal l  mean the cert i f i cate of  the Borrower requi red by
Section 5.01 .Q of this Agreement, substantially in the form of Exhibit D hereto.

"Total Assets" shall mean an amount constituting the total assets of the Borrower computed
pursuant to Accounting Requirements.

"Total Utility Plant" shall mean the amount constituting the total utility plant of the Borrower
computed pursuant to Accounting Requirements.

assigns.
"Trustee" shall mean U,S. Bank Trust Company National Association and its successors and

ARTICLE II

REPRESENTATIONS AND WARRANTIES

Section 2.01 The Borrower represents and warrants to CFC that as of the date of this
Agreement:

A. Good Standing. The Borrower is duly organized, validly existing and in good
standing under the laws of the jurisdiction of its incorporation or organization, is duly qualified to do
business and is in good standing in those states in which it is required to be qualified to conduct its
business. The Borrower is a member in good standing of CFC.

B. Subsidiaries and Ownership. Schedule 1 hereto sets forth a complete and accurate
list of the Subsidiaries of the Borrower showing the percentage of the BolTower's ownership of the
outstanding stock, membership interests or partnership interests, as applicable, of each Subsidiary.

c. Authority; Validlty. The Borrower has the power and authority to enter into this
Agreement, the Note, the Project Agreement and the Mortgage, to make the borrowing hereunder, to
execute and deliver all documents and instruments required hereunder and to incur and perform the
obligations provided for herein, in the Note, in the Project Agreement and in the Mortgage, all of
which have been duly authorized by all necessary and proper action; and no consent or approval of
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any Person, including, as applicable and without limitation, members of the Borrower, which has not
been obtained is required as a condition to the validity or enforceability hereof or thereof.

Each of this Agreement, the Note, the Project Agreement and the Mortgage is, and when fully
executed and delivered will be, legal, valid and binding upon the Borrower and enforceable against
the Borrower in accordance with i ts terms, subject to appl icable bankruptcy, insolvency,
reorganization, moratorium or other laws affecting creditors' rights generally and subject to general
principles of equity.

D. No Conflicting Agreements. The execution and delivery of the Loan Documents
and performance by the Borrower of the obligations thereunder, and the transactions contemplated
hereby or thereby, will not: (i) violate any provision of law, any order, rule or regulation of any court or
other agency of government, any award of any arbitrator, the articles of incorporation or by-laws of
the Borrower, or any indenture, contract, agreement, mortgage, deed of trust or other instrument to
which the Borrower is a party or by which it or any of its property is bound, or (ii) be in conflict with,
result in a breach of or constitute (with due notice and/or lapse of time) a default under, any such
award, indenture, contract, agreement, mortgage, deed of trust or other instrument, or result in the
creation or imposition of any Lien (other than contemplated hereby) upon any of the property or
assets of the Borrower.

The Borrower is not in default in any material respect under any agreement or instrument to which it
is a party or by which it is bound and no event or condition exists which constitutes a default, or with
the giving of notice or lapse of time, or both, would constitute a default under any such agreement or
instrument.

E. Taxes. The Borrower, and each of its Subsidiaries, has filed or caused to be filed all
federal, state and local tax returns which are required to be filed and has paid or caused to be paid
all federal, state and local taxes, assessments, and governmental charges and levies thereon,
including interest and penalties to the extent that such taxes, assessments, and governmental
charges and levies have become due, except for such taxes, assessments, and governmental
charges and levies which the Borrower or any Subsidiary is contesting in good faith by appropriate
proceedings for which adequate reserves have been set aside.

F. Licenses and Permits. The Borrower has duly obtained and now holds all licenses,
permits, certifications, approvals and the like necessary to own and operate its property and business
that are required by Governmental Authorities and each remains valid and in full force and effect.

G. Litigation. There are no outstanding judgments, suits, claims, actions or proceedings
pending or, to the knowledge of the Borrower, threatened against or affecting the Borrower, its
Subsidiaries or any of their respective properties which, if adversely determined, either individually or
collectively, would have a material adverse effect upon the business, operations, prospects, assets,
liabilities or financial condition of the Borrower or its Subsidiaries. The Borrower and its Subsidiaries
are not, to the Borrower's knowledge, in default or violation with respect to any judgment, order, writ,
injunction, decree, rule or regulation of any Governmental Authority which would have a material
adverse effect upon the business, operations, prospects, assets, liabilities or financial condition of the
Borrower or its Subsidiaries.

H. Financial Statements. The balance sheet of the Borrower as at the date identified in
Schedule 1 hereto, the statement of operations of the BolTower for the period ending on said date,
and the interim financial statements of the Borrower, all heretofore furnished to CFC, are complete
and correct. Said balance sheet fairly presents the financial condition of the Borrower as at said date
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and said statement of operations fairly reflects its operations for the period ending on said date. The
Borrower has no contingent obligations or extraordinary forward or long-term commitments except as
specifically stated in said balance sheet or herein. There has been no material adverse change in
the financial condition or operations of the Borrower from that set forth in said financial statements
except changes disclosed in writing to CFC prior to the date hereof.

I. Borrower's Legal Status. Schedule 1 hereto accurately sets forth: (i) the Borrower's
exact legal name, (ii) the Borrower's organizational type and jurisdiction of organization, (iii) the
Borrower's organizational identification number or accurate statement that the Borrower has none,
and (iv) the Borrower's place of business or, if more than one, its chief executive office as well as the
BolTower's mailing address if different.

J. Required Approvals. Other than the CREBs allocation received from the Internal
Revenue Service, no license, consent or approval of any Governmental Authority is required to
enable the BoiTower to enter into this Agreement, the Project Agreement, the Note and the
Mortgage, or to perform any of its Obligations provided for in such documents, including without
limitation (and if applicable), that of any state public utilities commission, any state public service
commission, and the Federal Energy Regulatory Commission, except as disclosed in Schedule 1
hereto, all of which the Borrower has obtained prior to the date hereof.

K. Compliance With Laws. The Borrower and each Subsidiary is in compliance, in all
material respects, with all applicable requirements of law and all applicable rules and regulations of
each Governmental Authority.

L. )
Agreement nor any document, certificate or financial statement furnished to CFC by or on behalf of
the Borrower in connection herewith (all such documents, certificates and financial statements, taken
as a whole) contains any untrue statement of a material fact or omits to state any material fact
necessary in order to make the statements contained herein and therein not misleading.

Disclosure. To the Borrower"s knowledge, information and belief neither this

M. No Other Liens. As to property which is presently included in the description of
Mortgaged Property, the Borrower has not, without the prior written approval of CFC, executed or
authenticated any security agreement or mortgage, or filed or authorized any financing statement to
be filed with respect to assets owned by it, other than security agreements, mortgages and financing
statements in favor of CFC, except as disclosed in writing to CFC prior tO the date hereof or relating
to Permitted Encumbrances.

N. Environmental Matters. Except as to matters which individually or in the aggregate
would not have a material adverse effect upon the business or financial condition of the Borrower or
its Subsidiaries, (i) Borrower is in compliance with all Environmental Laws (including, but not limited
to, having any required permits and licenses), (ii) there have been no releases (other than releases
remediated in compliance with Environmental Laws) from any underground or aboveground storage
tanks (or piping associated therewith) that are or were present at the Mortgaged Property, (iii)
Borrower has not received written notice or claim of any violation of any Environmental Law, (iv)
there is no pending investigation of Borrower in regard to any Environmental Law, and (v) to the best
of Borrower's knowledge, there has not been any release or contamination (other than releases or
contamination remediated in compliance with Environmental Laws) resulting from the presence of
Hazardous Materials on property owned, leased or operated by the Borrower.

As set forth in the Project Agreement, the Project constitutes "a
qualified project" as defined in Section 54(d)(2)(A) of the Code. As set forth in the Project Agreement,

o . Project Agreement.
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the Borrower constitutes currently, and will remain through the period that the CREBs remain
outstanding, "a Qualified Borrower", meaning a (i) mutual or cooperative electric company described
in Sections 501(c)(12) or 1381(a)(2)(C) of the Code, or (ii) a Governmental Body, which is defined as
any state, territory possessionof the U.S._ the District of Columbia, Indian tribal government, and any
political subdivision thereof. The statements, information and descriptions contained in the Project
Agreement are true, correct and complete, and do not contain any untrue statement or misleading
statement of a material fact, and do not omit to state a material fact required to be stated therein or
necessary to make the statements, information and descriptions contained therein, in the light of the
circumstances under which they were made, not misleading, and the estimates and the assumptions
contained in the Project Agreement are reasonable and based on the best information available to
the Borrower.

ARTICLE Ill

LOAN

Section 3.01 Definitions.For purposes of this Article 3, the following capitalized terms shall
have the following meanings:

"Borrower's Annual Bond Repayment Amount" shall mean the amount determined by
dividing the CFC Commitment by the number of years from the Closing Date to the Maximum CREB
Term Anniversary Date, which amount shall be recalculated on the date CFC rescinds any excess
moneys pursuant to Section 3.05 or 3.06 hereof.

"Quarterly Bond Deposit Amount" shall mean for each Payment Date, the amount
determined by subtracting from the Quarterly Bond Repayment Amount the principal amount payable
by the Borrower pursuant to Section 3.03.A(ii)(b)(1) on such Payment Date.

"Quarterly Bond Repayment Amount" shall mean one-fourth (%) of the Borrowel's Annual
Bond Repayment Amount.

Section 3.02 Advances. The obligation of the Borrower to repay the Advances shall be
evidenced by the Note. The aggregate amount of all Advances made hereunder shall not exceed the
CFC Commitment. At the end of the Draw Period, CFC shall have no further obligation to make
Advances.

A. Initial Advance. Borrower hereby agrees that on the Closing Date, CFC shall
automatically, and without action by Borrower, make the Initial Advance. On the Closing Date, CFC
shall notify Borrower of the final amount of the Initial Advance and the amount of the CFC
Commitment remaining for Borrower to subsequently Advance.

B. Subsequent Advances.

(i) The Borrower may submit a request for the Primary Advance to CFC in writing (which
may be submittedby facsimile) no later than 12:00 noon local time at CFC's offices in
Herndon, Virginia seven Business Days prior to the Closing Date. The Primary
Advance may be requested in any amount up to the CFC Commitment. CFC shall
make the Primary Advance two Business Days after the Closing Date in the lesser of
(i)the aggregate amount of such requested Primary Advance, and (ii) the amount of
the CFC Commitment less the amount of the initial Advance.
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Except as set forth in 3.02.A and 3.02.B(i) hereof, the Borrower shall submit its
request for an Advance to CFC in writing (which may be submitted by facsimile) no
later than 12:00 noon local time at CFC's offices in Herndon, Virginia at least two (2)
Business Days prior to the last Business Day of any calendar month. Borrower may
make multiple requests for Advances during any calendar month in any amount so
long as the aggregate amount of all Advances requested in such month is in an
amount not less than $100,000.00, provided, however that at such time as there
remains less than $100,000.00 available for Advance hereunder, Borrower may
request the entirety of such remaining amount. CFC shall make a single Advance to
Borrower on the first Business Day of the calendar month following Borrower's
request(s) for an Advance. Such Advance shall be in the aggregate amount of all
Advances requested by Borrower in the prior month, provided however that at such
time as there remains less than $100,000.00 available for Advance hereunder and
Borrower requests the entirety of such remaining amount, CFC shall Advance the
entirety of such remaining amount.

Section 3.03 Interest Rate and Payment. The Note shall be payable and bear interest as
follows:

Payments; Maturity, Amortization.

(i) The Note shall be due and payable on the Maturity Date.

(ii) On each Payment Date, the Borrower shall promptly pay the following:

(a) accrued interest on the principal amount of the Loan outstanding less the amount
of the Initial Advance, and

(b) the Quarterly Bond Repayment Amount, consisting of:

(1) the principal amount due on any outstanding Advances, determined on the
basis of a quarterly amortization schedule from the date of each Advance,
and

(2) the Quarterly Bond Deposit Amount.

(iii) If not sooner paid, any amount due on account of the unpaid principal, interest
accrued thereon and fees, if any, shall be due and payable on the Maturity Date.

(iv) Each Advance shall amortize on a level principal payment basis from the date thereof
through the Maturity Date.

(v) CFC will furnish to the Borrower a Payment Notice at least ten (10) days before each
Payment Date, provided, however, that CFC's failure to send a Payment Notice shall not constitute a
waiver by CFC or be deemed to relieve the Borrower of its obligation to make payments as and when
due as provided for herein.

(vi) No provision of this Agreement or of any Note shall require the payment,
collection, of interest in excess of the highest rate permitted by applicable law.

or permit the
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Borrower agrees that the records of, and all computations by, CFC (in whatever media they are
recorded or maintained) as to the amount of principal, interest, fees and Quarterly Bond Deposit
Amount due on the Loan shall be conclusive in the absence of manifest error.

B. Application of Payments. Each payment shall be applied to the Loan, first to any
fees, costs, expenses or charges other than interest or principal, second to interest accrued, third to
the Quarterly Bond Deposit Amount and the balance to principal.

C. Application of Bond Repayment Deposit. At such time as the aggregate amount
billed by CFC in any calendar year on account of amortized principal under this Agreement exceeds
the Borrower's Annual B'ond Repayment Amount for such year, CFC shall apply a portion of the
Borrower's prior payments of the Quarterly Bond Deposit Amount in the amount of such overage to
principal then due. Until such time, Borrower's payments of the Quarterly Bond Deposit Amount shall
not reduce the amount of principal outstanding and subject to amortization, Any amount paid by the
Borrower under this Agreement on recount of the Quarterly Bond Deposit Amount in excess of the
principal amount of the fully advanced Loan shall be refunded to the Borrower on the Maturity Date.

D. Interest Rate Computation. Each Advance except the Initial Advance shall bear
interest at the CFC CREB Rate which shall apply until the Maturity Date. The Initial Advance shall
not bear interest. Interest on Advances shall be computed on the basis of a 30-day month and 360-
day year.

Section 3.04. Extraordinary Obligation to Prepay. Upon a Determination of Tax Credit
Ineligibility that subjects the CREBs to an extraordinary mandatory redemption due to a failure of the
Borrower to observe any agreement or representation in this Loan Agreement (as more particularly
described in paragraph (b) of the defined term "Determination of Tax Credit Ineligibility"), the
Borrower shall prepay the Loan, or such part thereof as determined by CFC, at such times and in
such amounts as determined by CFC within sixty (60) days of such determination together with a
prepayment premium prescribed by CFC pursuant to its policies of general application in effect from
time to time.

Section 3.05. Rescission of Excess Moneys; Fee. If the Borrower has not drawn down
the full amount of the CFC Commitment at (i) the time of filing the Completion Certificate under
Section 5.01P. hereof, (ii) the time of filing the Termination Certificate under 5.01Q. hereof, (iii) a
Determination of Tax Credit ineligibility or (iv) the end of the Draw Period, a corresponding rescission
of the amount of principal available to be drawn on the Note as calculated by CFC shall automatically
be made without further action by the Borrower. CFC shall release the Borrower from its obligations
hereunder as to such rescinded portion, provided the Borrower complies with such terms and
conditions as CFC may impose for such release including, without limitation, payment of any
rescission fee that CFC may from time to time prescribe, pursuant to its policies of general
application.

Section 3.08. Cancellation of Excess Moneys. If the Borrower has not drawn down the full
amount of the CFC Commitment at the time CFC determines that it will cease making Advances
hereunder pursuant to Section 7.01 hereof, a corresponding cancellation of the amount of principal
available to be drawn on the Note as calculated by CFC shaft automatically be made without action
by the Borrower.

Section 3.07. Default Rate. If Borrower defaults on its obligation to make a payment due
hereunder by the applicable Payment Date, and such default continues for thirty days thereafter, then

CFC LOANAG
AZ014~A-9040-CB001 (JABLONJ)
117574-2



A.

12
0

beginning on the thirty-first day after the Payment Date and for so long as such default continues,
Advances shall bear interest at the Default Rate.

I

Section 3.08. Patronage Capital, Interest Rate Discounts. No patronage capital shall be
earned, and no interest rate discounts shall apply, to the Loan.

Section 3.09. Optional Prepayment. Except for prepayments made pursuant to
Section 3.04 hereof, no prepayment of any Advance, in whole or in part, may be made by the
Borrower.

ARTICLE IV

CONDITIONS OF LENDING

Section 4.01 The obligation of  CFC to make any Advance hereunder is subject to
satisfaction of the following conditions in form and substance satisfactory to CFC:

A. Legal Matters. All legal matters incident to the consummation of the transactions
hereby contemplated shall be satisfactory to counsel for CFC.

B. Documents. CFC shall have been furnished with (i) the executed Loan Documents,
(ii) certified copies of all such organizational documents and proceedings of the Borrower authorizing
the transactions hereby contemplated as CFC shall require, (iii) an opinion of counsel for the Borrow-
er addressing such legal matters as CFC shelf reasonably require, and (iv) all other such documents
as CFC may reasonably request.

C. Government Approvals. The Borrower shall have furnished to CFC true and correct
copies of all certif icates, authorizations, consents, permits and licenses from Governmental
Authorities necessary for the execution or delivery of the Loan Documents or performance by the
Borrower of the obligations thereunder.

D. Representations and Warranties. The representations and warranties contained in
Article ll shall be true on the date of the making of each Advance hereunder with the same effect as
though such representations and warranties had been made on such date, no Event of Default and
no event which, with the lapse of time or the notice and lapse of time would become such an Event of
Default, shelf have occurred and be continuing or will have occurred after giving effect to each
Advance on the books of the Borrower there shall have occurred no material adverse change in the
business or condition, financial or otherwise, of the Borrower, and nothing shall have occurred which
in the opinion of CFC materially and adversely affects the Borrower's ability to perform its obligations
hereunder.

E. Mortgage Recordation. The Mortgage (and any amendments, supplements or
restatements as CFC may require from time to time) shall have been duly fled, recorded or indexed
in all jurisdictions necessary (and in any other jurisdiction that CFC shall have reasonably requested)
to provide CFC a lien, subject to Permitted Encumbrances, on all of the Borrowers real property, all
in accordance with applicable law, and the Borrower shall have paid all applicable taxes, recording
and filing fees and caused satisfactory evidence thereof to be furnished to CFC.

F. UCC Filings. Uniform Commercial Code financing statements (and any continuation
statements and other amendments thereto that CFC shall require from time to time) shall have been
duly tiled, recorded or indexed in all jurisdictions necessary (and in any other jurisdiction that CFC
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shall have reasonably requested) to provide CFC a perfected security interest, subject to Permitted
Encumbrances, in the Mortgaged Property which may be perfected by the filing of a financing
statement, all in accordance with applicable law, and the Borrower shall have paid all applicable
taxes, recording and filing fees and caused satisfactory evidence thereof to be furnished to CFC.

G. Requisitions. The Borrower will requisition each Advance by submitting its written
requisition to CFC in the form attached as Exhibit A hereto. Requisitions for Advances shall be made
only for the purposes set forth in Schedule t hereto.

H. Other Information. The Borrower shall have furnished such other information as
CFC may reasonably require, including but not limited to (i) information regarding the specific
purpose for an Advance and the use thereof, (ii) feasibility studies, cash flow projections, financial
analyses and pro forma f inancial statements suff icient to demonstrate to CFC's reasonable
satisfaction that after giving effect to the Advance requested, the Bon'ower shall continue to achieve
the DSC ratio set forth in Section 5.01.A herein, to meet all of its debt service obligations, and
otherwise to perform and to comply with all other covenants and conditions set forth in this
Agreement, and (iii) any other information as CFC may reasonably request.
make any Advance hereunder is conditioned upon prior receipt and approval of the Borrower's
written requisition and other information and documentation, if any, as CFC may have requested
pursuant to this paragraph.

CFC's obligation to

l. Issuance of Bonds. CFC shall have issued CREBs in an amount not less than the
CFC Commitment.

J. CREB Allocation. CFC shall have received an allocation in the amount of the CFC
Commitment from the U.S. Department of Treasury for the Borrower's Project under its Securities
program.

K. Tax Credit lneltgtbitity. There shall have occurred no Determination of Tax Credit
Ineligibility with regard to the Borrower or the Project.

L. Bring Down Certif icate. Two (2) Business Days prior to the Closing Date, the
Borrower shall furnish CFC with a certificate of an Authorized Officer of the Borrower in the form of
Exhibit B hereto, certifying that all of the representations and warranties set forth in Article ll hereof
are true on the Closing Date.

ARTICLE v

COVENANTS

Section 5.01 Affirmative Covenants. The Borrower covenants and agrees with CFC that
until payment in full of the Note and performance of all obligations of the Borrower hereunder:

A. Financial Ratios, Design of Rates. The Borrower shall achieve an Average DSC
Ratio of not less than 1.35. The Borrower shall not decrease its rates for electric service if it has
failed to achieve a DSC Ratio of 1.35 for the calendar year prior to such reduction subject only to an
order from a Governmental Authority properly exercising jurisdiction over the Borrower.

B. Loan Proceeds. The Borrower shall use the proceeds of this Loan solely for the
purposes identified on Schedule 1 hereto.
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c. Notice. The Borrower shall promptly notify CFC in writing of:

(i) any material adverse change in the business, operations, prospects, assets, liabilities
or financial condition of the Borrower,

(ii) the institution or threat of any litigation or administrative proceeding of any nature
involving the Borrower which could materially affect the business, operations, prospects, assets,
liabilities or financial condition of the Borrower,

(iii) the occurrence of an Event of Default hereunder, or any event that, with the giving of
notice or lapse of time, or both, would constitute an Event of Default.

D. Default Notices. Upon receipt of any notices with respect to a default by the
Borrower under the terms of any evidence of any indebtedness with parties other than CFC or of any
loan agreement, mortgage or other agreement relating thereto, the Borrower shall deliver copies of
such notice to CFC.

Annual Certificates.

(i) W ithin one hundred twenty (120) days af ter the close of  each calendar year,
commencing with the year in which the initial Advance hereunder shall have been made, the
Borrower will deliver to CFC a written statement, in form and substance satisfactory to CFC, signed
by the Borrower's General Manager or Chief Executive Officer, stating that during such year, and that
to the best of said person's knowledge, the Borrower has fulfilled all of its obligations under this
Agreement, the Project Agreement, the Note, and the Mortgage throughout such year or, if there has
been a default in the fulfillment of any such obligations, specifying each such default known to said
person and the nature and status thereof.

(ii) The Borrower shall deliver to CFC within one hundred twenty (120) days of CFC's
written request, which shall be no more frequently than once every year, a certification, in form and
substance satisfactory to CFC, regarding the condition of the Mortgaged Property prepared by a
professional engineer satisfactory to CFC. The Borrower shall also deliver to CFC such other
information as CFC may reasonably request from time to time.

F. Loan Capital Term Certificate Purchase. The Borrower will purchase LCTCs, if
required, in an amount calculated pursuant to CFC's policies of general application and shall pay for
such LCTCs as required thereby. CFC's policies with respect to such LCTCs are set forth in
Schedule 1.

G. Financial Books; Financial Reports; Right of Inspection. The Borrower will at al!
times keep, and safely preserve, proper books, records and accounts in which full and true entries
will be made of all of the dealings, business and affairs of the Borrower, in accordance with
Accounting Requirements. When requested by CFC, the Borrower will prepare and furnish CFC
from time to time, periodic financial and statistical reports on its condition and operations. All of such
reports shall be in such form and include such information as may be specified by CFC. Within one
hundred twenty (120) days of the end of each calendar year during the term hereof, the Borrower
shall furnish to CFC a full and complete report of its f inancial condition and statement of its
operations as at the end of such calendar year, in form and substance satisfactory to CFC.
addition, within one hundred twenty (120) days of the end of each the Borrower's fiscal years during
the term hereof, the Borrower shall furnish to CFC a full and complete consolidated and consolidating
report of its financial condition and statement of its operations as of the end of such fiscal year,

In
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audited and certified by independent certified public accountants nationally recognized or otherwise
satisfactory to CFC and accompanied by a report of such audit in form and substance satisfactory to
CFC, including without limitation a consolidated and consolidating balance sheet and the related
consol idated and consol idat ing statements of  income and cash f low. CFC, through . its
representatives, shall at all times during reasonable business hours and upon prior notice have
access to, and the right to inspect and make copies of, any or all books, records and accounts, and
any or all invoices, contracts, leases, payrolls, canceled checks, statements and other documents
and papers of every kind belonging to or in the possession of the Borrower or in anyway pertaining to
its property or business.

H. Notice of Additional Secured Debt. The Borrower will notify CFC promptly in writing
if it incurs any additional secured indebtedness other than indebtedness to CFC or indebtedness
otherwise provided for in the Mortgage.

I. Funds Requisition. The Borrower agrees (i) that CFC may rely conclusively upon the
written instructions submitted to CFC in the Borrower's written request for an Advance hereunder,
(ii) that such instructions shall constitute a covenant under this Agreement to repay the Advance in
accordance with such instructions, the applicable Note, the Mortgage, the Project Agreement and
this Agreement, and (iii) to request Advances only for the purposes set forth in Schedule 1 hereto.

J. Compliance With Laws. The Borrower and each Subsidiary shall remain in
compliance, In all material respects, with all applicable requirements of law and applicable rules and
regulations of each Governmental Authority.

K. Taxes. The Borrower shall pay, or cause to be paid all taxes, assessments or
governmental charges lawfully levied or imposed on or against it and its properties prior to the time
they become delinquent, except for any taxes, assessments or charges that are being contested in
good faith and with respect to which adequate reserves as determined in good faith by the Borrower
have been established and are being maintained.

L. Further Assurances. The Borrower shall execute any and all further documents,
financing statements, agreements and instruments, and take all such further actions (including the
filing and recording of financing statements, fixture filings, mortgages, deeds of trust and other
documents), which may be required under any applicable law, or which CFC may reasonably
request, to effectuate the transactions contemplated by the Loan Documents or to grant, preserve,
protect or perfect the Liens created or intended to be created thereby. The Borrower also agrees to
provide to CFC, from time to time upon request, evidence reasonably satisfactory to CFC as to the
perfection and priority of the Liens created or intended to be created by the Loan Documents.

M. Environmental Covenants. Borrower shall:

(i) at its own cost, comply in all material respects with all applicable Environmental Laws,
including, but not limited to, any required remediation, and

(ii) i f  i t  receives any written communication al leging Borrower's v iolation of  any
Environmental Law, provide CFC with a copy thereof within ten (10) Business Days after receipt, and
promptly take appropriate action to remedy, cure, defend, or otherwise affirmatively respond to the
matter.

n. Limitations on Loans, Investments and Other Obligations. The aggregate amount
of all purchases, investments, loans, guarantees, commitments and other obligations described in

an
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Section 5.02.D(i) of this Agreement shall at all times be less than fifteen percent (15%) of Total Utility
Plant or fifty percent (50%) of Equity, whichever is greater.

O. Tax Status of the CREBs. The Borrower shall utilize the Project or cause it to be
utilized as provided in the Project Agreement until the CREB MatUrity Date. No use will be made of
the proceeds of the CREBs other than as set forth herein and in the Project Agreement and no
changes will be made in the Project or in the operation or beneficial use thereof (including, without
limiting the generality of the foregoing, the use of the Project by the Borrower or any related person)
without an opinion of Bond Counsel that such a use or change will not adversely affect the eligibility
of the CREBs to qualify for a tax credit for the owner thereof, for federal income tax purposes. The
Borrower agrees and wan'ants that it will not take or authorize or permit any action to be taken and
has not taken or authorized or permitted any action to be taken and will not fail to take any action to
comply with the Project Agreement which adversely affects the eligibility of the CREBs to qualify for a
tax credit for the owner thereof, for federal income tax purposes. This agreement and warranty shall
survive the termination of this Agreement.

p. Completion Certificate. The Borrower shall submit to CFC within 30 days after the
completion of the Project, a Completion Certificate signed by an Authorized Officer of the Borrower.

Q. Termination Certificate. If the Borrower determines that the Project will not be
completed as described in Section 5.01 .P above, then the Borrower shall submit to CFC a
Termination Certificate, within 30 days of a determination that:

(i)
Project, and

no further acquisition, construction or installation will occur with respect to the

(ii) the Borrower does not intend to make any further Advances.

R. Other Information. The Borrower shall furnish such other information as CFC may
reasonably require relating to the Project.

Section 5.02 Negative Covenants. The Borrower covenants and agrees with CFC that until
payment in full of the Note and performance of all obligations of the Borrower hereunder, the
Borrower will not, directly or indirectly, without CFC's prior written consent:

A. Limitations on Mergers. Consolidate with, merge, or sell all or substantially all of its
business or assets, or enter into an agreement for such consolidation, merger or sale, to another
entity or peon unless such action is either approved, as is evidenced by the prior written consent of
CFC, or the purchaser, successor or resulting corporation is or becomes a member in good standing
of  CFC and assumes the due and punctual payment of  the Note and the due and punctual
performance of the covenants contained in the Mortgage and this Agreement.

B. Limitations on Sale, Lease or Transfer of Capital Assets; Application of
Proceeds. Sell, lease or transfer (or enter into an agreement to sell, lease or transfer) any capital
asset, except in accordance with this Section 5.02.B. If no Event of Default (and no event which with
notice or lapse of time and notice would become an Event of Default) shall have occurred and be
continuing, the Borrower may, without the prior written consent of CFC, sell, lease or transfer (or
enter into an agreement to sell, lease or transfer) any capital asset in exchange for fair market value
consideration paid to the Borrower if the value of such capital asset is less than five percent (5%) of
Total Utility Plant and the aggregate value of capital assets sold, leased or transferred in any 12-
month period is less than ten percent (10%) of Total Utility Plant.
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c. Limitation on Dividends, Patronage Refunds and Other Distributions.

t (i) Make Distributions in any calendar year if, after giving effect to the Distribution, the total
Equity of the Borrower will be less than twenty percent (20%) of its Total Assets.

(ii) If, after giving effect to the Distribution, the total Equity of the Borrower will be less than
twenty percent (20%) of its Total Assets, then the Borrower may nevertheless make Distributions of
up to thirty percent (30%) of its total margins for the preceding calendar year.

(iii) Notwithstanding anything to the contrary in subparagraphs (i) and (ii) above, the Borrower
shall not make any Distribution without the prior written consent of CFC if an Event of Default under
this Agreement has occurred and is continuing.

D. Limitations on Loans, Investments and Other Obligations.

(i) (a) Purchase, or make any commitment to purchase, any stock, bonds, notes, debentures,
or other securities or obligations of or beneficial interests in, (b) make, or enter into a commitment to
make, any other investment, monetary or otherwise, in, (c) make, or enter into a commitment to
make, any loan to, or (d) guarantee, assume, or otherwise become liable for, or enter into a
commitment to guarantee, assume, or otherwise become liable for, any obligation of any Person if,
after giving effect to such purchase, investment, loan, guarantee or commitment, the aggregate
amount thereof would exceed the greater of fifteen percent (15%) of Total Utility Plant or fifty percent
(50%) of Equity.

(ii) The following shall not be included in the limitation of purchases, investments, loans and
guarantees in (i) above: (a) bonds, notes, debentures, stock, or other securities or obligations issued
by or guaranteed by the United States or any agency or instrumentality thereof, (b) bonds, notes,
debentures, stock, commercial paper, subordinated capital certificates, or any other security or
obligation issued by CFC or by institutions whose senior unsecured debt obligations are rated by at
least two nationally recognized rating organizations in either of their two highest categories, (c)
investments incidental to loans made by CFC. (d) any deposit that is fully insured by the United
States, (e) loans and grants made by any Governmental Authority to the Borrower under any rural
economic development program, but only to the extent that such loans and grants are non-recourse
to the Borrower, and (f) unretired patronage capital allocated to the Borrower by CFC, a cooperative
from which the Borrower purchases electric power, or a statewide cooperative association of which
Borrower is a member.

(iii) In no event may the Borrower take any action pursuant to subsection (i) if an Event of
Default under this Agreement has occurred and is continuing,

E. Organizational Change. Change its type of organization or other legal structure,
except as permitted by Section 5.02.A. hereof, in which case the Borrower shall provide at least 30
days prior written notice to CFC together with all documentation reflecting such change as CFC may
reasonably require.

F. Notice of Change in Borrower Information; Change its (i) state of incorporation, (i)
legal name, (iii) mailing address, or (iv) organizational identification number, if it has one, unless the
Borrower provides written notice to CFC at least thirty (30) days prior to the effective date of any
such change together with all documentation reflecting any such change as CFC may reasonably
require.
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ARTICLE VI

EVENTS OF DEFAULT

Section 6.01 The following shall be "Events of Default" under this Agreement:

A. Representations and Warranties. Any representation or warranty made by the
Borrower herein, or in any of the other Loan Documents, or in any certificate or financial statement
furnished to CFC hereunder or under any of the other Loan Documents shall prove to be false or
misleading in any material respect.

B. Payment. The Borrower shal l  fai l  to pay (whether upon stated maturi ty, by
acceleration, or otherwise) any principal, interest, premium (if any) or other amount payable under
the Note and the Loan Documents within five (5) Business Days after the due date thereof.

c. Other Covenants.

(i) No Grace Period. Failure of the Borrower to observe or perform any covenant
or agreement contained in the Project Agreement or in Sections 5.01.A, 5.01.B,
5.01.D, 5.01.E, 5.01.G, 5.01.1, 5.01.N, 5.01.0 and 5.02 of this Agreement.

(ii) Thirty Day Graee Period. Failure of the Borrower to observe or perform any
other covenant or agreement contained in this Agreement or any of the other Loan
Documents, which shall remain unremedied for thirty (30) calendar days after written
notice thereof shall have been given to the Borrower by CFC.

D. Legal Existence, Permits and Licenses. The Borrower shall forfeit or otherwise be
deprived of (i) its authority to conduct business in the jurisdiction in which it is organized or in any
other jurisdiction where such authority is required in order for the Borrower to conduct its business in
such jurisdiction or (ii) permits, easements, consents or licenses required to carry on any material
portion of its business.

E. Other CFC Obligations. The Borrower shal l  be in breach or defaul t  of  any
Obligation, which breach or default continues uncured beyond the expiration of any applicable grace
period.

F. Other Obligations. The Borrower shall (i) fail to make any payment of any principal,
premium or any other amount due or interest on any indebtedness with parties other than CFC which
shall remain unpaid beyond the expiration of any applicable grace period, or (ii) be in breach or
default with respect to any other term of any evidence of any other indebtedness with parties other
than CFC or of any loan agreement, mortgage or other agreement relating thereto which breach or
default continues uncured beyond the expiration of any applicable grace period, if the effect of such
failure, default or breach is to cause the holder or holders of that indebtedness to cause that
indebtedness to become or be declared due prior to its stated maturity (upon the giving or receiving
of notice, lapse of time, both or otherwise).

G. Involuntary Bankruptcy. An involuntary case or other proceeding shal l  be
commenced against the Borrower seeking liquidation, reorganization or other relief with respect to it
or its debts under bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the
appointment of a trustee, receiver, liquidator, custodian or other similar official of it or any substantial
part of its property and such involuntary case or other proceeding shall continue without dismissal or

E
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stay for a period of sixty (60) days, or an order for relief shall be entered against the Borrower under
the federal bankruptcy laws or applicable state law as now or hereafter in effect.

. H. Insolvency. The Borrower shall commence a voluntary case or other proceeding
seeking liquidation, reorganization or other relief with respect to itself  or its debts under any
bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the appointment of a
trustee, receiver, liquidator, custodian or other similar official of it or any substantial part of its
property, or shall consent to any such relief or to the appointment of or taking possession by any
such official in an involuntary case or proceeding commenced against. it, or shall make a general
assignment for the benefit of creditors, or shall admit in writing its inability to, or be generally unable
to, pay its debts as they become due, or shall take any action to authorize any of the foregoing.

I. Dissolution or Liquidation. Other than as provided in subsection H. above, the
dissolution or liquidation of the Borrower, or failure by the Borrower promptly to forestall or remove
any execution, garnishment or attachment of such consequence as will impair its ability to continue
its business or fulfill its obligations and such execution, garnishment or attachment shall not be
vacated within sixty (60) days. The term "dissolution or liquidation of the Borrower", as used in this
subsection, shall not be construed to include the cessation of the corporate existence of the BolTower
resulting either from a merger or consolidation of the Borrower into or with another corporation
following a transfer of all or substantially all its assets as an entirety, under the conditions set forth in
Section 5.02.A.

J. Material Adverse Change. Any material adverse change in the business or
condition, financial or otherwise, of the Borrower.

K. Monetary Judgment. The BolTower shall suffer any money judgment not covered by
insurance, writ or warrant of attachment or similar process involv ing an amount in excess of
$100,000 and shall not discharge, vacate, bond or stay the same within a period of sixty (60) days.

L. Nonmonetary Judgment. One or more nonmonetary judgments or orders (including,
without limitation, injunctions, writs or warrants of attachment, garnishment, execution, distrait,
replevin or similar process) shall be rendered against the Borrower that, either individually or in the
aggregate, could reasonably be expected to have a material adverse effect upon the business,
operations, prospects, assets, liabilities or financial condition of the Borrower.

ARTICLE VII

REMEDIES

Section 7.01 If any of the Events of Default listed in Section 6 hereof shall occur after the
date of this Agreement and shall not have been remedied within the applicable grace periods
specified therein, then CFC may:

(i)

(ii)

Cease making Advances hereunder,

Declare all unpaid principal outstanding on the Note, all accrued and unpaid interest
thereon, and all other Obligations to be immediately due and payable and the same
shall thereupon become immediately due and payable without presentment, demand,
protest or notice of any kind, all of which are hereby expressly waived,
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(iii) Exercise rights of setoff or recoupment and apply any and all amounts held, or hereby
held, by CFC or owed to the Borrower or for the credit or account of the Borrower
against any and all of the Obligations of the Borrower now or hereafter existing
hereunder or under the Note, including, but not l imited to, patronage capital
allocations and retirements, money due to Borrower from equity certificates purchased
from CFC, and any membership or other fees that would othewvise be returned to
Borrower but excluding any LCTCs purchased by the Borrower pursuant to this
Agreement. The rights of CFC under this section are in addition to any other rights
and remedies (including other rights of setoff or recoupment) which CFC may have.
The Borrower waives all rights of setoff, deduction, recoupment or counterclaim,

(iv) Pursue all rights and remedies available to CFC that are contemplated by the
Mortgage and the other Loan Documents in the manner, upon the conditions, and with
the effect provided in the Mortgage and the other Loan Documents, including, but not
limited to, a suit for specific performance, injunctive relief or damages,

(V) Pursue any other rights and remedies available to CFC at law or in equity.

Nothing herein shall limit the right of CFC to pursue all rights and remedies available to a creditor
following the occurrence of an Event of Default. Each right, power and remedy of CFC shall be
cumulative and concurrent, and recourse to one or more rights or remedies shall not constitute a
waiver of any other right, power or remedy.

ARTICLE VIII

MISCELLANEOUS

Section 8.01 Notices. All notices, requests and other communications provided for herein
including, without limitation, any modifications of, or waivers, requests or consents under, this
Agreement shall be given or made in writing (including, without limitation, by telecopy) and delivered
to the intended recipient at the "Address for Notices" specified below, or, as to any party, at such
other address as shall be designated by such party in a notice to each other party, All such
communications shall be deemed to have been duly given (i) when personally delivered including,
without limitation, by overnight mail or courier service, (ii) in the case of notice by United States mail,
certified or registered, postage prepaid, return receipt requested, upon receipt thereof, or (iii) in the
case of notice by telecopy, upon transmission thereof, provided such transmission is promptly
confirmed by either of the methods set forth in clauses (i) or (ii) above in each case given or
addressed as provided for herein. The Address for Notices of each of the respective parties is as
follows:

National Rural Utilities Cooperative Finance Corporation
2201 Cooperative Way
Hemdon, Virginia 20171-3025
Attention: Senior Vice President - Member Services
Fax # 703-709-6776

The Borrower:

The address set forth in
Schedule 1 hereto
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Section 8.02 Expenses. Borrower shall reimburse CFC for any reasonable costs and
out-of-pocket expenses paid or incurred by CFC (including, without limitation, reasonable fees and
expenses of outside attorneys, paralegals and consultants) for all actions CFC takes, (a) to enforce
the payment of any Obligation, to effect collection of any Mortgaged Property, or in preparation for
such enforcement or collection, (b) to institute, maintain, preserve, enforce and foreclose on CFC's
security interest in or Lien on any of the Mortgaged Property, whether through judicial proceedings or
otherwise, (c) to restructure any of the Obligations, (d) to review, approve or grant any consents or
waivers hereunder, (e) to prepare, negotiate, execute, deliver, review, amend or modify this
Agreement, (f) to prepare, negotiate, execute, deliver, review, amend or modify any other
agreements, documents and instruments deemed necessary or appropriate by CFC in connection
with any of the foregoing, and (g) to obtain any opinions required to be furnished upon a
Determination of Tax Credit Ineligibility and an extraordinary prepayment as set forth in Section 3.04
hereof or a rescission of excess money as set forth in Section 3.05 or a cancellation of excess
moneys as set forth in Section 3.06.

The amount of all such expenses identified in this Section 8.02 shall be secured by the
Mortgage and shall be payable upon demand, and if not paid, shall accrue interest at the Default
Rate.

Section 8.03 Late Payments. If payment of any amount due hereunder is not received at
CFC's office in Herndon, Virginia, or such other location as CFC may designate to the Borrower
within five (5) Business Days after the due date thereof, the Borrower will pay to CFC, in addition to
all other amounts due under the terms of the Loan Documents, any late payment charge as may be
fixed by CFC from time to time pursuant to its policies of general application as in effect from time to
time.

Section 8.04. Non-Business Day Payments. If any payment to be made by the Borrower
hereunder shall become due on a day which is not a Business Day, such payment shall be made on
the next succeeding Business Day and such extension of time shall be included in computing any
interest in respect of such payment.

Section 8.05 Filing Fees. To the extent permitted by law, the Borrower agrees to pay all
expenses of CFC (including the reasonable fees and expenses of its counsel) in connection with the
filing, registration, recordation or perfection of the Mortgage and any other security instruments as
may be required by CFC in connection with this Agreement, including, without limitation, all
documentary stamps, recordation and transfer taxes and other costs and taxes incident to execution,
filing, registration or recordation of any document or instrument in connection herewith. The Borrower
agrees to save harmless and indemnify CFC from and against any liability resulting from the failure to
pay any required documentary stamps, recordation and transfer taxes, recording costs, or any other
expenses incurred by CFC in connection with this Agreement. The provisions of this subsection shall
survive the execution and delivery of this Agreement and the payment of all other amounts due under
the Loan Documents.

Section 8.06 Waiver; Modification. No failure on the part of CFC to exercise, and no delay
in exercising, any right or power hereunder or under the other Loan Documents shall operate as a
waiver thereof, nor shall any single or partial exercise by CFC of any right hereunder, or any
abandonment or discontinuance of steps to enforce such right or power, preclude any other or further
exercise thereof or the exercise of any other right or power, No modification or waiver of any
provision of this Agreement, the Note or the other Loan Documents and no consent to any departure
by the Borrower therefrom shall in any event be effective unless the same shall be in writing by the
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party granting such modification, waiver or consent, and then such modification, waiver or consent
shall be effective only in the specific instance and for the purpose for which given.

SECTION 8.07
JURY TRIAL.

(B) THE BORROWER HEREBY SUBMITS TO THE NON-EXCLUSIVE JURISDICTION OF
THE UNITED STATES COURTS LOCATED IN VIRGINIA AND OF ANY STATE COURT SO
LOCATED FOR PURPOSES OF ALL LEGAL PROCEEDINGS ARISING OUT OF OR RELATING
TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY. THE BORROWER
IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY
OBJECTIONS THAT IT MAY NOW OR HEREAFTER HAVE TO THE ESTABLISHING OF THE
VENUE OF ANY SUCH PROCEEDINGS BROUGHT IN SUCH A COURT AND ANY CLAIM THAT
ANY SUCH PROCEEDING HAS BEEN BROUGHT IN AN INCONVENIENT FORUM.

(A) THE PERFORMANCE AND CONSTRUCTION OF THIS AGREEMENT AND THE NOTE
SHALL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE
COMMONWEALTH OF VIRGINIA.

(C) THE BORROWER AND CFC EACH HEREBY IRREVOCABLY WAIVES, TO THE
FULLEST EXTENT PERMITrED BY APPLICABLE LAW, ANY AND ALL RIGHT TO TRIAL BY
JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT
OR THE TRANSACTIONS CONTEMPLATED HEREBY.

SECTION 8.08 INDEMNIFICATION. THE BORROWER HEREBY INDEMNIFIES AND
AGREES TO HOLD HARMLESS, AND DEFEND CFC AND ITS MEMBERS, DIRECTORS,
OFFICERS, EMPLOYEES, AGENTS, ATTORNEYS AND REPRESENTATIVES (EACH AN
"INDEMNITEE") FOR, FROM, AND AGAINST ALL CLAIMS, DAMAGES, LOSSES, LIABILITIES,
COSTS, AND EXPENSES (INCLUDING, WITHOUT LIMITATION, COSTS AND EXPENSES OF
LITIGATION AND REASONABLE ATTORNEYS' FEES) ARISING FROM ANY CLAIM OR DEMAND
IN RESPECT OF THIS AGREEMENT AND THE OTHER LOAN DOCUMENTS, THE MORTGAGED
PROPERTY, OR THE TRANSACTIONS DESCRIBED IN THIS AGREEMENT AND THE OTHER
LOAN DOCUMENTS AND ARISING AT ANY TIME, WHETHER BEFORE OR AFTER PAYMENT
AND PERFORMANCE OF ALL OBLIGATIONS UNDER THIS AGREEMENT AND THE OTHER
LOAN DOCUMENTS IN FULL, EXCEPTING ANY SUCH MATTERS ARISING SOLELY FROM THE
GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF CFC OR ANY INDEMNITEE INCLUDING
WITHOUT LIMITATION ANY DETERMINATION MADE OR OTHER ACTION TAKEN BY CFC
PURSUANT TO SECTIONS 3.04, 3.05 and 3.06 OF THIS AGREEMENT. NOTWITHSTANDING
ANYTHING TO THE CONTRARY CONTAINED IN SECTION 8.10 HEREOF, THE OBLIGATIONS
IMPOSED UPON THE BORROWER BY THIS SECTION SHALL SURVIVE THE REPAYMENT OF
THE NOTE, THE TERMINATION OF THIS AGREEMENT AND THE TERMINATION OR RELEASE
OF THE LIEN OF THE MORTGAGE.

Section 8.09 Complete Agreement. This Agreement, together with the schedules to this
Agreement, the Note and the other Loan Documents, and the other agreements and matters referred
to herein or by their terms referring hereto, is intended by the parties as a final expression of their
agreement and is intended as a complete statement of the terms and conditions of their agreement.
in the event of any conflict in the terms and provisions of this Agreement and any other Loan
Documents, the terms and provisions of this Agreement shall control.
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Section 8.10 Survival, Successors and Assigns. All covenants, agreements,
representations and warranties of the Borrower which are contained in this Agreement shall survive
the execution and delivery to CFC of the Loan Documents and the making of the Loan hereunder
and shall continue in full force and effect until all of the obligations under the Loan Documents have
been paid in full. All covenants, agreements, representations and warranties of the Borrower which
are contained in this Agreement shall inure to the benefit of the successors and assigns of CFC. The
Borrower shall not have the right to assign its rights or obligations under this Agreement without the
prior written consent of CFC, except as provided in Section 5.02.A hereof.

Section 8.11 Use of Terms. The use of the singular herein shall also refer to the plural, and
vice versa,

Section 8.12 Headlngs. The headings and sub-headings contained in this Agreement are
intended to be used for convenience only and do not constitute part of this Agreement.

If any term, provision.or condition, or any part thereof, of this
Agreement, the Note or the other Loan Documents shall for any reason be found or held invalid or
unenforceable by any governmental agency or court of competent jurisdiction, such invalidity or
unenforceability shall not affect the remainder of such term, provision or condition nor any other term,
provision or condition, and this Agreement, the Note and the other Loan Documents shall survive and
be construed as if such invalid or unenforceable term, provision or condition had not been contained
therein.

Secilon 8.13 Severability.

Section 8.14 Binding Effect. This Agreement shall become effective when it shall have
been executed by both the Borrower and CFC and thereafter shall be binding upon and inure to the
benefit of the Borrower and CFC and their respective successors and assigns.

Section 8.15 Counterparts. This Agreement may be executed in one or more counterparts,
each of which will be deemed an original and all of which together will constitute one and the same
document. Signature pages may be detached from the counterparts and attached to a single copy of
this Agreement to physically form one document.

Section 8.16 Disclosure. This Agreement and any other Loan DoCument may be shared
by CFC with such Persons as shall be required in order to facilitate the issuance of the CREBs,
including, but not limited to, its attorneys, underwriters and investors in the CREBs.

Section 8.17 Schedule 1. Schedule 1 attached hereto is an integral part of this Agreement.

CFC LOANAG
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed
as of the day and year first above written.

(SEAL)

SULPHUR SPRINGS VALLEY
ELECTRIC COOPERATIVE, !NC.

63 \ 1 M 0- .By:

Title: ?~ s c 8 JT

Attest:
~seefetaw~

CFIEDEN w. HUBEF1
CHIEF EXECUTIVE OFFICER

NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE CORPORATION

(SEAL)

By:
Assistant Secretary-Treasurer -

MARIANNE L DUSOLD

Attest:

1- 4 I." / 14/
A§eiéltant Secretary-Tregsurer

CRAIG COLANTONI

1 1
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LOAN NUMBER AMOUNT

AZ014-A-9040~CB001 $840,000.00
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SCHEDULE 1

The purpose of this loan is to finance (i) the reimbursement of the cost of the Project of the
Borrower, including any reasonable costs and expenses incurred by the Borrower in
connection with financing the Project, as described and permitted by the terms of the Project
Agreement and (ii) a portion of CFC's costs in issuing the CREBs as set forth in Section
3.02.A.

The Project of the Borrower being financed by the Loan (funded by proceeds of the CREBs)
constitutes the following clean renewable energy facilities:

Fort Huachuca Accor iodation District Photovoltaic Solar Automobile Parking Shade
Structure

This project will place photovoltaic modules costing $280,000 each, that will produce 23 kW
of electricity in the shade structures in the three Fort Huachuca Accommodation District
schools. The PV structure will provide electricity to the respective school with excess power
flowing to the Borrower's system.

Subject to the terms of this Agreement, CFC has agreed to loan to the Borrower from
proceeds of the CREBs, an amount not to exceed $840,000.00 (the "CFC Commitment").

4. Draw Period shall mean the period beginning on the Closing Date and ending on the date that
is five (5) years thereafter.

The Borrower shall not purchase the LCTCs or any portion thereof with funds from the Loan.
The Borrower shall use its own funds or funds borrowed under another credit facility to
purchase such LCTCs, subject to the CFC policies regarding LCTCs set forth in the following
paragraph.

CFC Policies Regarding LCTCs: (i) Any solvent Member of CFC with an outstanding LCTC
purchased in connection with a loan from the proceeds of Securities may borrow the
outstanding amount of the LCTC from CFC without a further credit review, for a tem equal to
or shorter than the maturity of the LCTC at a rate equal to the comparable rate charged by
CFC for similarly classified loans, and (ii) any Member of CFC with an outstanding LCTC
purchased in connection with a loan from the proceeds of Securities may sell such LCTC to
another Member of CFC for consideration,

The Mortgage shall mean the Restated Mortgage and Security Agreement, dated as of
December 6, 2007, between the Borrower and CFC, as it may have been supplemented,
amended, consolidated, or restated from time to time.

The Note executed pursuant hereto is as follows:

The Subsidiaries of the Borrower referred to in Section 2.01 .B. are: None

The date of the Borrower's balance sheet referred to in Section 2.01 .H is June 30, 2006.

CFC LOANAG
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10.

11.

12.

The Borrower's exact legal name is: Sulfur Springs Valley Electric Cooperative, Inc

The Borrowers organizational type is: Corporation

The Borrower is organized under the laws of the slate of: Arizona

13. The Borrower's organizational identification number is: 0038220-2

14. The place of business or, if more than one, the chief executive office of the Borrower referred
to in Section 2.01.1 is 311 East Wilcox. Sierra Vista. Arizona 85635

15. The Governmental Authori ty referred to in Section
Commission

2.01.J. is: Arizona Corporation

16. The address for notices to the Borrower referred to in Section 8.01 is 311 East Wilcox
Sierra Vista, Arizona 85635, Attention: General Manager, Fax: (520) 384-5223

_
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Exhibit A - Funds Requisition Statement

: ID:Sulphur Spdngs Valley E1ec&ric Cooperative, Inc. lAzo14l
AZ014n-Pke9D40-CB001

Etoiea Agreement with cc dated:
QRE§§$§1TiQ§».2Qg8A.

A{§pliG8ti6n.#: 10
Mama :QERrojé§i:' Fort Huéchgca Aecommodaiion District Photovoltaic Solar Automobile

. Parking S.hade;Structure
Funds ReqUisition Statementno.:

Amount Requested:
Date Of Advance:

Disposition of FuNds (wiring instructions):

.Cértlfleatlon

Acting orrbehalf ef the Borrower. I hereby certify that aS of the date belewz (1) I .am duly
authorized to make this .certification and to request funds eh the terms specified herein;
(2.).tl1eBgmqw Me . . . . .en d. e.L " e h

.=Ef6ieet reémentlisted above g48iverhihgJthe terms .ef this.Advanee that the BpfncWer i.s
'required tblTleet te an AdvaNce of funds; (3) all of the representations .end Warranties

contained in Saiizf I3ean.AQreemeNt and P[oIeQt}i§Qreemenf9té. the and vnlleeruunue.tebe
true .Upon use of the .fuITld$ as hereby irequesfed;(4)rio Event qifDefault, under.the LoaN.

..Agl¥een8ent or the "Ben8eiiirer's Merfgage,has eccurred and iS cor\finu..it\g, .(5). 1 know of No
etlgter event .that has o»ecu:rred which, with the lapSeof tirhe'arid/or notification to CFC of
event,.gr after. giving .effect to this Advance, weald become .an Event of Default under.tl€1§

.iiigraeement Br. the Borrower's Mortgage, (6) the funds requested herein .Will
- a tSimbvrsaalteni -fqr-thepurposes.si>ecili9d .in the loan Agreement aNd=2tl:geErdé6E

be relmburased by, the fund$= red
have not been

MO W  B e n e t seemed

Borrower has met all of the conditions contained in the Loan Agreement and the

.d

-mag lungs to 0maagafn iée2pnqgq3 84 ans!
"SGH have Qbialn@ed'

of (ii the

'beeniinciikn
not iiSII§Q2.

.
. "' .i§liI§=Il§tlri§.
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. uiasl€d heron gas
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°¢S5 w. pa s and 8pprwats. required for the Project at thus p°1=1t=: c»b1=af:1@ed

(  9).*1 Grrower is maIntalrulpg .a. File Qonta1MiQ. tI149==and; Qdpiés of.Inwnlcé§n Evils
Q 'so  wav e aN items. forwhicli payqnént I==.sovélitbs? mis f€éIEi¢%f;. ra-1;-éugn

e d W Qthe :is oonnectnan with £129 the i s

nienasi due
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. has been

d. neqldiwd this pd
£181 use " was Ins comm Mauna
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Project
Component

Amount
Expended to

Date by
Borrower

Amount
Advanced

to Date

Advance
Amount

Requested
Herein

Percentage
Complete

Total

advanced on each component to date, the percentage of each component that is completed
to date, and the purpose of the advance(s) being requested by this Funds Requisition
Statement

I hereby authorize CFC, for and on behalf of the Borrower, to forward this Funds Requisition
Statement to the Trustee for disbursement of the Advance from the Project Account relating
to the above Loan to the Borrower on the following terms, and hereby acknowledge and
agree that such terms shall be binding upon Borrower under the provisions of the Loan
Agreement governing this Advance

Certified By:

Signature Date Title of Authorized Officer

PLEASE FAX TO 703-709-6776 ATTN: , Associate Vice President

APPROVED:

NATIONAL RURAL UTILITIES COOPERATIVE FINANCE CORPORATION

By:
Title;
Date:

CFC LOANAG
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EXHIBIT B
I

BRING-DOWN CERTIFICATE
OF

BORROWER

T h e  u n d e r s i g n e d , , d u l y  q u a l i f i e d  o f f i c e r s  o f  S U L P H U R  S P R I N G S
VALLEY ELECTRI C  COOPERATI VE ,  I NC .  ( t he  "bo r rower" ) ,  an  A r i zona  co rpo ra t i on ,  he reby  ce r t i f y
as foI Iows:

1 . The  f o l l ow i ng  docum en t s  have  been  du l y  execu t ed ,  and  de l i ve red  o r  accep t ed  i n  t he
name and on behal f  o f  the Borrower by the author ized of f i cer or of f i cers of  the Borrower pursuant  to,
and in fu l l  compl iance wi th,  authori ty granted by the Board of  Trustees/Di rectors of  the Borrower:

DOCUMENT DATE OTHER PARTY OR PARTIES

Loan Agreement  ( t he
"Agreem ent " )

,  200 Nat ional  Rural  Ut i l i t ies Cooperat ive
F inance Corporat i on ( "CFC" )

Pro ject  Agreement  ( t he "Project
A g reem en t " )

I 2 0 0

Note ( the "Note") , 2o0_

2 . Each o f  t he representa t i ons and warrant ies  o f  t he Borrower i n  t he Loan Agreement  and
the Pro ject  Agreement  are t rue and correct  on and as of  the date hereof  (the "Closing Date"),  and t he
Borrower has compl ied w i th  a l l  agreements and sat i s f i ed a l l  condi t i ons on i t s  part  t o  be observed or
sat isf ied thereunder at  or pr ior to the Closing Date.

in WITNESS WHEREOF,  the undersigned have hereunto set  thei r  s ignatures th is
,  2008.

day  o f

S U LP H U R  S P R I N G S  V A LLE Y  E LE C T R I C
COOPERATI VE,  I NC.

By
Title:

B y
Tit le:

CFC LOANAG
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EXHIBIT c

COMPLETION CERTIFICATE
OF

BORROWER

Pursuant  to  the Loan Agreem ent  dated as of by  and  bet ween SULPHUR
SPRINGS VALLEY ELECTRIC COOPERATIVE, INC. (the "Borrower") and National Rural  Ut i l i t ies
Cooperative Finance Corporation ("CFC") relating to CFC Loan Number AZ014-A-9040-CB001 (the
"Loan Agreem ent ") ,  the unders igned, ,  du l y  qua l i f i ed  o f f i cer  o f  t he
Borrower, hereby certifies as follows:

(i) On [date of completion] all portions of the Project (as defined in the Loan
Agreement) have been fully completed substantially in accordance with any plans and
specifications therefore, as then amended, and

(ii) Amount advanced on the Loan (as defined in the Loan Agreement) and the
use of the property financed, refinanced or reimbursed therefrom will not cause any of the
representations or certifications contained in the Project Agreement (as defined in the Loan
Agreement) to be untrue or result in a violation of any covenant in the Project Agreement.

In WITNESS WHEREOF, the undersigned have hereunto set his/her signature this
20 .

day of

9

SULPHUR SPRINGS VALLEY ELECTRIC
COOPERATIVE, INC.

By
Title:

CFC LOANAG
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EXHIBIT D

TERMINATION CERTIFICATE
OF

BORROWER

P u r s u a n t  t o  t h e  L o a n  A g r e e m e n t  d a t e d  a s  o f b y  a n d  b e t w e e n  S U L P H U R
S P R I N G S  V A LLE Y  E LE C T R I C  C O O P E R A T I V E ,  I N C .  ( t he  "B o r row e r " )  and  N a t i ona l  R u ra l  U t i l i t i e s
Coopera t i ve  F i nance  Corpora t i on  ( "CFC")  re l a t i ng  t o  CFC Loan  Num ber  AZ014-A-9040-CB001 ( t he
" L o a n  A g r e e m e n t " ) ,  t h e  u n d e r s i g n e d , ,  d u l y  q u a l i f i e d  o f f i c e r  o f  t h e
Borrower,  hereby cert i f i es as fo l lows:

( i ) a l l  po r t i ons  o f  t he  P ro j ec t  (as  de f i ned  i n  t he  Loan  Agreement )  have  no t  been
ful ly completed substant ia l l y  in accordance wi th any plans and speci f i cat ions therefor,  as then
a m e n d e d ,

(i i ) no further acquis i t ion,  const ruct ion or insta l la t ion wi l l  occur w i th respect  to the
Project  (as def ined in  the Loan Agreement ),  and

(i i i ) t he  Bor rower  does  no t  i n t end  t o  reques t  any  f u r t he r  Advances  (as  deNned  i n
the Loan Agreement )  on the Loan (as def ined in  the Loan Agreement ) .

IN WITNESS WHEREOF,  the undersigned have hereunto set  his/her signature this
!  20 .

d a y  o f

S U L P H U R  S P R I N G S  V A L L E Y  E L E C T R I C
C O O P E R A T I V E ,  I N C .

B y
Ti t le:

.8
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SECURED PROMISSORY NOTE

$280,000.00 dated as of I9/8u 67
SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC., an Arizona corporation

(the "Borrower*), for value received, hereby promises to pay, without setoff, deduction,
recoupment or counterclaim, to the order of NATIONAL RURAL UTILITIES COOPERATIVE
FINANCE CORPORATION (the "Payee"), at its office in HendOn, Virginia office or such other
location at its office in Hemdon, Virginia or such other location as the Payee may designate to
the Borrower, in lawful money of the United States, the principal sum of TWO HUNDRED
EIGHTY THOUSAND AND 00/100 DOLLARS ($280,000.00), or such lesser sum of the
aggregate unpaid principal amount of all advances made by the Payee pursuant to that certain
Loan Agreement dated as of even date herewith between the Borrower and the Payee, as it
may be amended from time to time (herein called the "Loan Agreement"), and to pay interest on
all amounts remaining unpaid hereunder from the date of each advance in like money, at said
office, at the rate and in amounts and payable on the dates provided in the Loan Agreement
together with any other amount payable under the Loan Agreement. If not sooner paid, any
balance of the principal amount and interest accrued thereon shall be due and payable on the
Maturity Date.

This Note is secured under a Restated Mortgage and Security Agreement, dated of
December 6, 2007 between the Borrower and the Payee, as it may have been or shall be
supplemented, amended, consolidated or restated from time to time ("Mortgage"). This Note is
one of the Notes referred to in, and has been executed and delivered pursuant to, the Loan
Agreement.

The principal hereof and interest accrued thereon and any other amount due under the
Loan Agreement may be declared to be forthwith due and payable in the manner, upon the
conditions, and with the effect provided in the Mortgage or the Loan Agreement.

The BolTower waives demand, presentment for payment, notice of dishonor, protest,
notice of protest, and notice of non-payment of this Note.

IN WITNESS WHEREOF the Borrower has caused this Note to be signed in its corporate
name and its corporate seal to be hereunto affixed and to be attested by its duly authorized
officers, all as of the day and year first above written.

SULPHUR SPRINGS VALLEY
ELECTRIC COOPERATIVE, INC.

(SEAL)
By:

Title:

'Ra v 9- - . 0

ogreS .`4.¢~T

I I i

Attest:
~.-\...»LaluLUIJ CREDEN w. HUBER

CHIEF EXECUTIVE OFFICER
Loan No. AZ014-A-9041 -CB001

CFC NOTE
AZ014-A-9041-CB001 (JABLONJ)
116041-2
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PROJECT AGREEMENT

OF

r

I

r

I

SULPHURSPRINGS VALLEY ELECTRICCOOPERATIVE, INC. (THE "8o1aRowER")

DATED: as of , Q 9 ¢ ¢ 1 ¢ ; , r 8 0 2 1 7

The undersigned is a duly qualified officer of the Borrower named above and, as such
officer, is familiar with (i) the properties, affairs and records of the Borrower, (ii) the issuance of
the SecMties (as hereinafter defined) and the use of the proceeds thereof as it relates to the
Borrower and (iii) the Project, as hereinafter defined.

In comiection with the issuance of the Clean Renewable Energy Bonds (Cooperative
Renewable Energy Projects) Series 2008A (the "Securities "), being issued by the National Rural
Utilities Cooperative Finance Corporation (the 'issuer"), the undersigned hereby certifies and
covenants regarding the use of the proceeds of the Securities advanced to the Borrower, as
follows:

1. General.

1.1 This Project Agreement is made pursuant to Section 54 of the Internal Revenue
Code of 1986, as amended (the "Code"), and any United States Treasury
regulations and other guidance thereunder to mice the certifications required by
Section 54 of the Code and any United States Treasury regulations and other
guidance thereunder and to establish the reasonable expectations of the Borrower
with respect to the amount and use of amounts to be advanced to the Borrower
pursuant to the Loan Agreement dated as of even date herewith between the
Issuer and the Borrower (the "Loan Agreement"). Capitalized terms used herein
are defined where they first appear or aredefined i n Exhibit A attached hereto.

1.2 This Project Agreement is based on facts and estimates in existence on the date
hereof and the continued veracity of these facts and estimates as of the date that
the Securities are issued (the "Closing") will be confirmed by the Borrower on
the date of Closing, and on the basis of such facts and estimates, the Borrower
expects that the events described herein will occur. To the best of  the
undersigned's knowledge, information, and belief the expectations contained in
this Project Agreement are reasonable.

1.3 The Borrower is a Qualified Borrower, as defined in Exhibit A, and is responsible
for the acquiring/constructing/equipping of the Project (defined below). The
undersigned has reviewed this Project Agreement, as well as the provisions of
Section 54 of the Code and any United States Treasury regulations and other
guidance thereunder, with its own legal counsel and understands and is familiar
with this Project Agreement and the provisions of Section 54 and any United
States Treasury regulations and other guidance thereunder. The Borrower will

CFC DOC
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comply in all respects with the provisions of Section 54 and any United States
Treasury regulations and other guidance thereunder.

1.4 The Borrower agrees to keep and retain or cause to be kept and retained sufficient
records to demonstrate compliance with the covenants in this Project Agreement.
Such records shall include, but are not limited to, basic records relating to the
issuance of the Securities (including this Project Agreement and the inducement
resolution as described in Section 3.3 hereof); documentation evidencing the
expenditure of  amounts advanced to the Borrower pursuant to the Loan
Agreement; documentation evidencing the use of property financed with amounts
advanced to the Borrower pursuant to the Loan Agreement, and documentation
evidencing all sources of payment or security maintained by the Borrower for
amounts advanced to the Borrower pursuant to the Loan Agreement. Such
records shall be kept until the date three (3) years after the CREB Maturity Date.

1.5 Neither the Borrower nor any Related Person (as defined in ExhibitA) to the
Borrower will purchase any Securities.

Qualified Project.

2.1

I

iII 2.2 The Project is a Solar Energy Facility (the "Qualy51ing Facility"), as defined in
Exhibit A and property fictionally related and subordinate thereto, as further
described in Exhibit B, attached hereto.

The Loan Agreement requires the amounts advanced thereunder to be used for
facilities to be owned by the Borrower, described in more detail in Section 2.2
hereof and in ExhibitB attached hereto as the "Updated Description of the
Project" (the "Project"). The Project was originally described in an exhibit to the
Application for National Clean Renewable Energy Bond Limitation submitted to
the Internal Revenue Service by the Issuer in support of the national clean
renewable energy bond allocation received by the Issuer, which "Original
Description of the Project" is attached hereto as Exhibit C.

Clean Renewable Energy Bonds Qualification.

3.1 At least 95 percent of the proceeds advanced to the Borrower pursuant to the Loan
Agreement will be used by the Borrower for capital expenditures with respect to
the Project, None of the proceeds of the Loan (as defined in the Loan Agreement)
will be paid to the Issuer, the Borrower or any Related Person to the Issuer or the
Borrower, except for amounts paid to the Borrower to reimburse the Borrower for
actual and direct expenditures relating to the Project paid by the Borrower to
persons other than the Issuer, the Borrower or any Related Person to the Issuer or
the Borrower.

3.2 The Borrower has incurred or will, within six months of the Closing Date, incur a
substantial binding obligation (not subject to contingencies within the control of
the Issuer, the Borrower or any Related Person to either of them) to a third party

CFC DOC
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to expend at least ten percent of the Loan Amount (Le. the total amount to be
advanced to the Borrower pursuant to the Loan Agreement). It is expected that
the work of acquiring/constructing/equipping the Project and the expenditure of
the Loan Amount will proceed with due diligence through November 10, 2008, at
which time it is anticipated that the Loan Amount will have been spent in its
entirety. The Borrower acknowledges that, to the extent that less than 95 percent
of the Loan Amount is expended by a date live years from the date of issuance of
the Securities, the Borrower will be required to prepay its Loan in an amount, and
the Issuer will redeem Securities at the end of such five-year period in an amount,
necessary to maintain the tax credit with respect to the Securities, unless
otherwise permitted by Section 6.5 hereof

It is expected that all amounts advanced to the Borrower under the Loan
Agreement will be spent to pay costs of the Project in accordance with the
estimated periodic drawdown schedule contained in Exhibit D, attached hereto.
The assumptions set forth in this Section 3.2 and on Exhibit D, attached hereto,
represent the Borrower's best estimate, as of this date, of the periodic drawdown
schedule of the Loan Amount.

3.3 The Borrower may use amounts advanced to the Borrower under the Loan
Agreement to reimburse itself for expenditures paid prior to the date of issuance
of the Securities. The Borrower shall reimburse itself for expenditures paid prior
to the date of issuance of the Securities only if such expenditure was paid aler the
Borrower adopted an inducement resolution, and the expenditure is described in
such inducement resolution.

I

The Borrower shall use proceeds of the Loan to reimburse itself for
expenditures paid prior to the date the Securities were issued only if such
reimbursement is made within eighteen months after the later of (i) the date
the expenditure is paid or (ii) the date the Project is placed in service, but in
no event later than three years after the date the original expenditure was
paid.

Except for any reimbursement allowed under this Section 3.3, no portion of the
proceeds advanced to the Borrower will be used to pay for expenditures relating
to acquiring existing facilities (as contrasted with costs of enhancements, repair or
rehabilitation of existing facilities)

3.4 Neither the Project nor any portion thereof has been, is expected to be, or will be
sold or otherwise disposed 012 in whole or in part, prior to the last maturity date of
the Securities

3.5 The Borrower has entered into the Loan Agreement of even date hereof under
which it is committed to borrow $280,000 Hom the Issuer of the Securities and
the Borrower reasonably expects to borrow and expend the 8111 amount of such
commitment

CFC DOC
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3.6 At least 75% of the Loan Amount is expected to be used for Construction
Purposes.

3.7 The Borrower will not use proceeds of the Loan (i) to pre-pay for goods or
services to be received over a period of years prior to the date such goods or
services are to be received, or (ii) to pay for or othenlvise acquire goods or
services from an Affiliated Person, as defined inExhibit A.

3.8 The Borrower shall at all times be a Qualified Borrower.

4. Remedial Action.

4.1 The Borrower agrees to operate the Project as a Qualifying Facility.

The Borrower aclmowledges that if property financed with proceeds of the
Securities advanced to the Borrower is operated in a manner other than as a
Qualifying Facility such operation may constitute a "deliberate action" that may
require remedial actions topreventthe tax credit being produced by the Securities
from being disallowed.

The Borrower shall promptly contact the Issuer as provided in Section 6.3 hereof
if it considers operating property financed with proceedsof the Loanother than as
a Qualifying Facility.

4.2 The Borrower acknowledges that if property financed with proceeds of the Loan
is sold or odmerwise disposed of in a manner contrary to the provisions of
Section 3.4 hereotl such sale or disposition may constitute a "deliberate action"
that may require remedial actions to prevent the tax credit being produced by the
Securities from being disallowed. If the Borrower considers the sale or other
disposition of property financed with proceeds of the Loan, it shall promptly
contact the Issuer, in the manner set forth in Section 6.3 hereof

Funds and Accounts:Investments.

5.1 After the issuance of the Securities, neither the Borrower nor any Related Person
to the Borrower has or will have any property, including cash, securities or any
other property held as a passive vehicle for the production of income or for
investment purposes, that constitutes :

(i) amounts that have a sufficiently direct nexus to the Securities or to
the governmental purpose of the Securities to conclude that the amounts would
have been used for that governmental purpose if the Securities were not used or to
be used for that governmental purpose (the mere availability or preliminary
earmarldng of such amounts for a governmental purpose, however, does not itself
establish such a sufficient nexus);

CFC DOC
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(ii) amounts in a debt service fund, redemption fund, reserve fund,
replacement fund or any similar fund to the extent reasonably expected to be used
directly or indirectly to pay principal of or interest on the Securities or any
amounts for which there is provided, directly or indirectly, a reasonable assurance
that the amount will be available to pay principal of or interest on the Securities or
any credit enhancement or liquidity device with respect to the Securities, even if
the Issuer, the Borrower or any Related Person to either of them encounter
financial difficulties; or

(i i i ) any amounts held pursuant to any agreement (such as an agreement
to maintain certain levels of types of assets) made for the benefit of theholders of
the Securities or any credit enhancement provider, including any liquidity device
or negative pledge (e.g., any amount pledged to pay principal of or interest on an
issue held under an agreement to maintain the amount at a particular level for the
direct or indirect benefit of holders of the Securities or a guarantor of the
Securities).

No compensating balance, liquidity account, negative pledge of property held for
investment purposes required to be maintained at least at a particular level or
similar arrangement exists with respect to, in any way, the Securities or any credit
enhancement or liquidity device related ro the Securities.

5.2 During the acquiring/constructing/equipping of the Project, the Borrower will
only draw down amounts from the Issuer for capital expenditures already paid by
the Borrower.

5.3 Neither the Borrower nor any Related Person to the Borrower will enter into any
hedge (e.g., an interest rate swap, interest rate cap, futures contract, forward
contract or an option) with respect to the Loan or the Securities.

5.4 All property subject to the Mortgage is and will be used by the Borrower in the
conduct of its tide or business. The Borrower reasonably expects to repay the
Loan from current operating revenues. The Mortgage does not require that cash,
securities, obligations, annuity contracts or other property held principally as a
passive vehicle for the production of income be maintained, individually or
collectively, at any particular level.

Miscellaneous

6.1 This Project Agreement shall be governed by and construed in accordance with
the laws of the Commonwealth of Virginia

6.2 Prior to the date 15 days before the Securities were sold, neither the Borrower nor
any Related Person to the Borrower has sold or delivered any obligations that are
reasonably expected to be paid out of substantially the same source of funds as the
Securities. Neither the Borrower nor any Related Person to the Borrower will sell

9
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or deliver within 15 days after the date hereof any obligations that are reasonably
expected to be paid out of substantially the same source of funds as the Securities.

6.3 All notices provided for herein shall be given or made in writing (including,
without limitation, by telecopy) and delivered to the Issuer at the "Address for
Notices" specified below. All such communications shall be deemed to have
been duly given (i) when personally delivered including, without limitation, by
overnight mail or courier service, (ii) in the case of notice by United States mail,
certified or registered, postage prepaid, return receipt requested, upon receipt
thereof, or (iii) in the case of notice by telecopy, upon transmission thereof]
provided such transmission is promptly confirmed by either of die methods set
forth in clauses (i) or (ii) above in each case given or addressed as provided for
herein. The Address for Notices of the Issuer is as follows:

National Rural Utilities Cooperative Finance Corporation
2201 Cooperative Way
Herndon, Virginia 20171-3025
Attention: Senior Vice President - Member Services
Fax #703-709-6776

6.4 The Borrower represents that it has not been contacted by the Internal Revenue
Serv ice or any issuer of bonds, the proceeds of which were loaned to the
Borrower regarding any examination of any tax exempt bonds issued for the
benefit of the Borrower. To the best of the knowledge of the Borrower, no such
obligations of the Borrower are currently under examination by the Internal
Revenue Service.

6.5 Any restriction or covenant contained herein need not be observed or may be
changed if such nonobservance or change will not result in the loss of any tax
credit under Section 54 of the Code for the purpose of federal income taxation to
which the Securities is otherwise entitled and the Borrower receives an opinion of
Bond Counsel to such effect and the Issuer agrees to such nonobservance or
change. .

6.6 If any clause, provision or section of this Project Agreement is ruled invalid by
any court of competent jurisdiction, the invalidity of such clause, provision or
section shall not affect any of the remaining clauses, sections or provisions hereof.

5.7 The terms, provisions, covenants and conditions of this Project Agreement shall
bind and inure to the benefit of the respective successors and assigns of the Issuer
and the Borrower.

6.8 This Project Agreement shall terminate on the date three (3) years alter the CREB
Maturity Date.
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The undersigned acknowledge that this Project Agreement is given as a basis for an
opinion of the law firm of Chapman and Cutler LLP, Chicago, Illinois, and such firm is hereby
authorized to rely on this Project Agreement.

DATED as of the day and year first above written.

I_
_

SULPHUR SPRINGS VALLEY ELECTRIC
COOPERATIVE, INC.

By
63.._ \(\,\,,. r'

Title F r  e t  . ' & . , 1 ' ' J
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EXHIBIT A

DEFINITIONS

"Affiliated Person " means any Person that (a) at any time during the six months prior to
the Closing Date, (i) has more than five percent of the voting power of the governing body of the
Issuer or the Borrower in the aggregate vested in its directors, officers, owners, and employees or
(ii) has more than five percent of the voting power of its governing body in the aggregate vested
in directors, officers, board members, owners, members or employees of the Issuer or the
Borrower or (b) during the one~year period beginning six months prior to the Closing Date, (i )
the composition of the governing body of which is modified or established to reflect (directly or
indirectly) representation of the interests of the Issuer or the Borrower (or for which an
agreement, understanding, or arrangement relating to such a modification or establishment
during that one-year period) or (ii) the composition of the governing body of the Issuer or the
Borrower is modified or established to reflect (directly or indirectly) representation of the
interests of such Person (or for which an agreement, understanding, or arrangement relating to
such a modification or establishment during that one-year period).

(

"Bond Counsel" means Chapman and Cutler LLP or any other nationally recognized
firm of attorneys experienced in the field of municipal obligations whose opinions are generally
accepted by purchasers of municipal obligations.

"Closing Date " means the date the Issuer issues the Securities.

"Code" means the Internal Revenue Code of 1986, as amended.

"Constructed Personal Property" means tangible personal property (or, if acquired
pursuant to a single acquisition contract, properties) or Specially Developed Computer Software
if (i) a substantial portion of the property or properties is completed more than six (6) months
after the earlier of the date construction or rehabilitation commenced and the date the Borrower
entered into an acquisition contract, (ii) based on the reasonable expectations of the Borrower, if
any, or representations of the person constructing the property, with the exercise of due
diligence, completion of construction or rehabilitation (and delivery to the issuer) could not have
occurred within that six~month period; and (iii) if the Borrower itself builds or rehabilitates the
property, not more than 75 percent of the capitalizable cost is attributable to property acquired by
the Borrower (e.g., components, raw materials, and other supplies).

"Construction Purposes " means capital expenditures that are allocable to the cost of Real
Property or Constructed Personal Property. Except as provided in the next succeeding sentence,
construction expenditures do not include expenditures for acquisitions of interests in land or
other existing real property. Expenditures are not for the acquisition of an interest in existing
real property other than land if the contract between the seller and the Borrower requires the
seller to build or install the property (e.g., a turnkey contract), but only to the extent that the
property has not been built or installed at the time the parties enter into the contract.

Y
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"Control " means the possession, directly or indirectly through others, of either of the
following discretionary and non-ministerial rights or Powers over another entity (i) to approve
and to remove without cause a controlling portion of the governing body of a Controlled Entity,
or (ii) to require the use of funds or assets of a Controlled Entity for any purpose.

"Controlled Enrizy" means any entity or one of a group of entities that is subject to
Control by a Controlling Entity or group of Controlling Entities.

"Controlled Group " means a group of entities directly or indirectly subject to Control by
the same entity or group of entities, including the entity that has the Control of the other entities.

"Controlling Entity" means any entity or one of a group of entities directly or indirectly
having Control of any entities or group of entities.

"CREB Maturity Date " shall have the meaning ascribed to it in the Loan Agreement.

"Governmental Eody" means any State, territory, possession of the United States, the
District of Columbia, Indian tribal government, and any political subdivision thereof

"Mortgage " means the mortgage and security agreement applicable to substantially all of
the property of the Borrower.

"Qualwed Borrower" means (i) a mutual or cooperative electric company described in
Sections 501(c)(12) or 1881(a)(2)(C) of the Code, or (ii) a Governmental Body (as defined
above).

"ReaI Property" means land and improvements to land, such as buildings or other
inherently permanent structures, including interests in real property. For example, real property
includes wiring in a building, plumbing systems, central heating or air-conditioning systems,
pipes or ducts, elevators, escalators installed in a building, paved paring areas, roads, wharves
and docks, bridges, and sewage lines.

"Related Person " means any member of the same ConirolledGroup as the Issuer or the
Borrower and any person related to the Issuer or a Borrower wi thin the meaning of
Section 144(a)(3) of the Code.

"Solar Energy Facility " means a facility using solar energy to produce electricity.

"Specially Developed Computer Sofhvare" means any programs or routines used to
cause a computer to perform a desired task or set of tasks, and the documentation required to
describe and maintain those programs, provided that the sofharare is specially developed and is
Mctionally related and subordinate to real property or other constructed personal property.

"Tangible Personal Property" means any tangible property other than real property,
including interests in tangible personal properly. For example, tangible personal properly
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includes machinery that is not a structural component of a building, subway cars, fire trucks,
automobiles, office equipment, testing equipment, and furnishings.
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EXHIBIT B

UPDATED DESCRIPTION OF THE PROJECT

CFC Application
Bond Proceeds Needed for Project:
Bond Allocation Requested and Received:

No. 11 Sulfur Springs Valley EC, Inc.

$280,000
$280,000

Name of Project McNeil Elementary District Photovoltaic Solar
Automobile Parking Shade Structure

Project Street Address

Phone
Fax
County

McNeal Elementary School
3979 McNeal Street
McNeal, AZ 85617
(520)642-3356
(520) 642-3356
Cochise County

Individual Name to Contact
Company Name
Street Address
City, State, Zip
Telephone Number
Fax

Jack Blair
Sulfur Springs Valley Electric Cooperative, Inc

.

311 E. Wilcox Drive
Sierra Vista, AZ 85635
(520) 515-3470
(520)458-3467

Updated Detailed Description of the Project:

A cantilevered shade structure at a school on the top of which will be constructed a 23kW solar
photovoltaic system to supply power to the school. Excess power will flow on to the SSVEC
system.

1.
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EXHIBIT C

ORIGINAL DESCRIPTION OF THE PROJECT

[COPY oF Exmnn A To ISSUER APPLICATION To THE IRS]
CLEAN RENEWABLE ENERGY BONDS APPLICATION

EXHIBIT A

SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE. I N C

MCNEAL ELEMENTARY DISTRICT PHOTOVOLTAIC SOLAR SHADE STRUCTURE

This project wil l  p lace a photovoltaic module costing $280,000, that wil l  produce 23 kW of
electricity in the shade structure in the one McNeal Elementary Dism'ct school. The PV structure
wi l l  p rov ide e lec tr ic i ty  to  the respect ive school  a t  no charge. There wi l l  a lso be a  cab le
connection to a computer  in the l ibrary of each school to show students how the system is
working

This project is the identical project that Navopache Electric Cooperative in Arizona built in 2001
that continues to fiction with no issues/problems

SSVEC w i l l  opera te  and main ta in  t he  s t ruc ture .  Any excess power  p roduced w i l l  f l ow  back t o
the SSVEC gr id

The PV s t ructures a t  t he schools  w i l l  s i gn i f i cant l y  reduce the i r  e lec t r i c  b i l l s ,  wh ich have been
disproport ionately large due to the per meter monthly surcharges mandated by the Envi ronmental
Port fo l io  Program (EPP),  and approved by the Ar i zona Corporat ion Commission.  A l l  customers
pay the EPP fees to  SSVEC,  which uses them to  f i end renewable energy pro jects .  S ince each
schoo l  has  many meters ,  t hey  pay the EPP a  d i spropor t i onate l y  l a rge  amount  o f  do l l a rs .  The
benef i t  of  reduced elect r ic bi l ls wi l l  of fset  thei r payments into the fund

The RFP issued by Sulfur Springs Valley Electr ic Cooperative follows

AZ014-A-9041 -CB001 (JAB LONJ)
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SULPHUR SPRINGS VALLEY ELECTRIC COOPER.AT1VE, INC.
A TOUCHSTONE ENERGY® COOPERATIVE

FOR THE ELECTRIC COOPERATWES IN THE STATE OF ARIZONA

REQUEST
A

PROPOSAL

FOR

A PHOTOVOLTAIC SYSTEM
USED FOR

SHADE STRUCTURES
FOR

PUBLIC BUILDINGS
t

l

E

ISSUED: AUGUST 1, 2005

Narrative: The Electric Cooperatives in Arizona (Duncan Valley EC, Graham County
EC, Mohave EC, Navopache EC, Sulphur Springs Valley EC, Trico EC and Arizona Electric
Power Cooperative, Inc.) request a proposal for a modular designed system to supply a low
to30 kW Photovoltaic (PV) system. System size is relative to the space available for the PV
panels on each site. System may consist of multiple tree standing modules interconnected to
meet the 10 to30 kW size requirement. Modules to be used as &ee standing carports or tree
standing covers for walkways to provideshade.These systems are to be used at public buildings
to increase the awareness of PV systems and operations and systems will be sized based on the
available space. Base pricing for 10, 15, 20, 25, and 30 kW systems are requested (systems may
be rounded to the nearest kw increment). The interconnection cost from the PV system to
nearest distribution panel will be on a case by case basis due to the variation in sites. This RFP is
not all inclusive and contractor may include other specifications or requirements they feel are
necessary for a successful venture.

This RFP is released on August 1, 2005 and response must be in a written proposal by
October 1, 2005. For questions or clarification of details please contact Albert Gomez (520-515-
3473) or David Bane (520-515-3472).

SCOPE OF WORK - THE CONTRACTOR WILL BE RESPONSIBLE FOR THE FOLLOWING :

•

•

•

Structural design of the supporting PV structures (carport and walkway)
One line circuit diagrams for approval by local Cooperative's engineering department
Complete wiring diagrams (to be included in owner manual)
Isolation transformers as needed to meet the NEC
Purchase and installation of all components
Systems test period of 4-6 weeks prior to transfer of title of equipment to site owner

CFC DOC
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•

•

•

C

•

Any required Permits (Cooperative will reimburse actual cost of permits)
Meter socket on the A/C output of the inve1'ter(s)
Interconnection with Customers electric service
Fencing around inverters and other equipment as required for security and public safety
Project to meet or exceed SunWatts standards
Basic training for site owner/ site operator
Operators Manual

I
I

THE COOPERATIVE WILL PROVIDE THE FOLLOWINGS

Meter to measure AC output from PV system to owners electric panel
Written permission from site owner to build the PV Module
Act as the point of contact with the installation Contractor on behalf of the site owner

STRUCTURAL DESIGN REQUIREMENTS :

The basic structure is to support the PV cells but must be able to work as a carport with all the
required clearances. Support should be in a cantilever style to allow easy parking, spacing on
vertical supports should be in multiples of 10 feet to be able to match typical parldng lot spacing,
height should flow the parking of full size passenger vans, and structure does not have to be
water proof (providing shade to vehicles is secondary to the production of energy). Sample
profile (to show intent not required design) is on page 4. Ideal structure would have the ability to
support PV panels that would be effective if the long side of the structure is in a North-South as
well as East-West orientation.

PV DES1GN REQUIREMENTS z

•

PV panels shall have warranty for a minimum of 15 years to cover rated output (output
degradation not to exceed 20% over life of panel)
All system components will be UL certified
System will include isolation transformers per section 250-30 of the NEC
Polyphase inverter with voltage to match customer's system
Inverter to match capacity of project
15 year manufacturers warranty on Inverter (contractor may use an extended warranty

insurance policy to meet 15 year requirement)
Contractor will warranty repair labor at 100% for first 5 years, 66% of labor for second 5

years, and 33% of labor for remaining 5 years, (limited to warranty repairs)
Interconnectioncosts &om site of PV system to nearest practical distribution panel will be

on a case by case basis, (site selection process will keep this as short as possible)

SUNWATTSREQUIREMENTS :

One~line drawings subject to approval by local Cooperative's engineering department
Units to operate in parallel with grid
Includes protection for out of frequency problems

CFC DOC
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EXHIBIT D

MONTHLY DRAWDOWN SCHEDULE OF AMOUNTS TO BE ADVANCED TO THE

BORROWER PURSUANT TO THE LOAN AGREEMENT

DATE ON WHICH PROCEEDS ARE
EXPECTED TO BE EXPENDED

AMOUNTS OF PROCEEDS TO BE
EXPENDED

November 10, 2008 $280,000

CFC DOC
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SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC.

To

NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE CORPORATION

Issuer

LOAN AGREEMENT

Datedas of /3/}/ 9 2002

Clean Renewable Energy Bonds
(Cooperative Renewable Energy Projects) Series 2008A

of National Rural Utilities Cooperative Finance Corporation

an-
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LOAN AGREEMENT

LOAN AGREEMENT (this "Agreement") dated as of ,
between SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC. ("Borrower"), a
corporation organized and existing under the laws of the State of Arizona and NATIONAL RURAL
UTILITIES COOPERATIVE FINANCE CORPORATION ("CFC"), a cooperative association
organized and existing under the laws of the District of Columbia .

RECITALS

WHEREAS, the Borrower has applied to CFC for a loan for the purposes set forth in
Schedule 1 hereto, and CFC is willing to make such a loan to the Borrower on the terms and
conditions stated herein: and

WHEREAS, the Borrower has agreed to execute a promissory note to ev idence an
indebtedness in the aggregate principal amount of the CFC Commitment (as hereinafter defined).

now, THEREFORE, for and in consideration of the premises and the mutual covenants
hereinafter contained, the parties hereto agree and bind themselves as follows:

ARTICLE I

DEFINITIONS

Section 1.01 For purposes of this Agreement, the following capitalized terms shall have the
following meanings (such definitions to be equally applicable to the singular and the plural form
thereof). Capitalized terms that are not defined herein shall have the meanings as set forth in the
Mortgage.

"Accounting Requirements" shall mean any system of accounts prescribed by a federal
regulatory authority having jurisdiction over the Borrower or, in the absence thereof, the requirements
of GAAP applicable to businesses similar to that of the Borrower.

"Advance" shall mean each advance of funds by CFC to the Borrower pursuant to the terms
and conditions of this Agreement, including the Initial Advance and the Primary Advance.

"Authorized Officer of the Borrower" means the Chairman, General Manager or Chief
Financial Officer of the Borrower or any other person authorized by the Board of the Borrower so to
act or any other person performing a function similar to the function performed by any such officer or
authorized person.

"Average DSC Ratio" shall mean the average of the Borrower's two highest annual DSC
Ratios during the most recent three calendar years.

"Bond Counsel" means an attorney at law or a firm of attorneys (designated by CFC and
acceptable to the Trustee) of nationally recognized standing in matters pertaining to the tax~exempt
nature of interest or tax credits on bonds issued by states and their political subdivisions, duly
admitted to the practice of law before the highest court of any state of the United States of America.

CFC LOANAG
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"Business Day" shall mean any day that both CFC and the depository institution CFC
utilizes for funds transfers hereunder are open for business.

"CFC Commitment" shat! have the meaning as defined in Schedule 1.

"CFC CREB Rate" shall mean the interest rate charged by CFC for loans made by CFC from
proceeds of the CREBS which rate shall not exceed one hundred and fifty basis points (150/100 of
1°/0) per annum.

"Closing Date" shall mean the date CFC issues the CREBs.

"Code" shall mean the Internal Revenue Code of 1986, as supplemented and amended.

"Completion Certificate" shal l  mean the cert i f i cate of  the Borrower requi red by
Section 5.01 .p of this Agreement, substantially in the form of Exhibit C hereto.

"CREBs" shall mean the series of Securities issued by CFC to provide financing for the
Project.

"CREB Maturity Date" shall mean the maturity date of the CREBs, which shall be the
December 15th prior to the Maximum CREB Term Anniversary Date.

"Debt Service Coverage ("DSC") Ratio" shall mean the ratio-determined as follows: for any
calendar year add (i) Operating Margins, (ii) Non-Operating Margins--Interest, (iii) Interest Expense,
(iv) Depreciation and Amortization Expense, and (v) cash received in respect of generation and
transmission and other capital credits, and divide the sum so obtained by the sum of all payments of
Principal and interest Expense required to be made during such calendar year: provided, however,
that in the event that any amount of Long-Term Debt has been refinanced during such year, the
payments of Principal and interest Expense required to be made during such year on account of
such refinanced amount of Long-Term Debt shall be based (in lieu of actual payments required to be
made on such refinanced amount of Long-Term Debt) upon the larger of (i) an annualization of the
payments required to be made with respect to the refinancing debt during the portion of such year
such refinancing debt is outstanding or (ii) the payment of Principal and Interest Expense required to
be made during the following year on account of such refinancing debt.

"Default Rate" shall mean a rate per annum equal to one hundred and fifty basis points
(150/100 of 1%).

"Depreciation and Amortization Expense" shal l  mean an amount consti tut ing the
depreciation and amortization of the Borrower computed pursuant to Accounting Requirements.

"Determination of Tax Credit ineligibility" shall mean a determination that a particular
series of Securities does not qualify for a tax credit for the owner thereof under Section 54 of the
Code, which determination shall be deemed to have been made upon the occurrence of the first to
occur of the following:

(a) the date on which CFC determines that there is a significant likelihood that a
particular series of Securities may not qualify for a tax credit, if  such determination is
supported by a written opinion of Bond Counsel to that effect, or
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(b) the date on which CFC shall receive notice in writing that the Trustee has been
advised by the owner of any Security that a particular series of Securities does not qualify for
a tax credit for the owner thereof, based upon a final determination made either by: (A) the
Internal Revenue Service in a published or private ruling or technical advice memorandum or
(B) any court of competent jurisdiction in the United States of America, as a result of a failure
by CFC or any borrower to observe any agreement or representation in the Tax Compliance
Agreement or a Loan Agreement or Project Agreement relating to the proceeds of the
Securities. Any such determination will not be considered final for this purpose unless the
Owner of the Securities involved in the proceeding or action resulting in the determination (i)
gives CFC and the Trustee prompt written notice of the commencement thereof and (ii) if
CFC agrees to pay all expenses tn connection therewith and to indemnify such Owner of the
Securities against all liabilities in connection therewith, offers CFC an opportunity to contest
the determination, either directly or in the name of the Owner of the Securities, and until
conclusion of any review, if sought.

"Distributions" shall mean, with respect to the Borrower, any dividend, patronage refund,
patronage capital retirement nr cash distribution to its members, or consumers (including but not
limited to any general cancellation or abatement of charges for electric energy or services furnished
by the Borrower). The term "Distribution" shall not include (a) a distribution by the Borrower to the
estate of a deceased patron, (b) repayment by the Borrower of a membership fee upon termination of
a membership, or (c) any rebate to a patron resulting from a cost abatement received by the
Borrower, such as a reduction of wholesale power cost previously incurred.

"Draw Period" shall have the meaning as described in Schedule 1 hereto.

"Environmental Laws" shall mean all laws, rules and regulations promulgated by any
Governmental Authority, with which Borrower is required to comply, regarding the use, treatment,
discharge, storage, management, handling, manufacture, generation, processing, recycling,
distribution, transport, release of or exposure to any Hazardous Material.

"Equity" shall mean the aggregate of the Borrower's equities and margins computed
pursuant to Accounting Requirements.

"Event of Default" shall have the meaning as described in Article Vl hereof.

"Funds Requisition Statement" shall mean the certificate of the Borrower, in the form set
forth as Exhibit A to this Agreement, by which the Borrower will obtain an advance of funds from CFC
under the Loan.

"GAAP" shall mean generally accepted accounting principles set forth in the opinions and
pronouncements of the Accounting Principles Board and the American Institute of Certified Public
Accountants and statements and pronouncements of the Financial Accounting Standards Board.

"Governmental Authority" shall mean the government of the United States of America, any
other nation or government, any state or other political subdivision thereof, whether state or local,
and any agency, authority, instrumentality, regulatory body, court or other entity exercising executive,
legislative, judicial, taxing, regulatory or administrative Powers or functions of or pertaining to
government.

"Hazardous Material" shall mean any (a) petroleum or petroleum products, radioactive
materials, asbestos»containing materials, polychlorinated biphenyls, lead and radon gas, and (b) any
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other substance designated as hazardous or toxic or as a pollutant or contaminant under any
Environmental Law

Indenture"shall mean the Indenture between CFC and U.S. Bank Trust Company National
Association, relating to the first issue of Securities, pursuant to which the Securities, including the
CREBs are issued, as supplemented and amended

Initial Advance" shall mean the Advance made by CFC on the Closing Date pursuant to
Section 3.02.A hereof to fund a portion of CFC's costs in issuing the CREBs attributable to the CFC
Commitment, including, but not limited to, original issue discount, underwriting discount and other
costs of issuance, including, without limitation, rating agency costs and legal, underwriting and
Trustee expenses

Interest Expense" shall mean an amount constituting the interest expense with respect to
Long-Term Debt of the Borrower computed pursuant to Accounting Requirements. In computing
Interest Expense, there shall be added, to the extent not otherwise included, an amount equal to 33
113% of the excess of Restricted Rentals paid by the Borrower over 2% of the Borrower's Equity

Lien" shall mean any statutory or common law consensual or non»consensual mortgage
pledge, security interest, encumbrance, lien, right of set off, claim or charge of any kind, including
without limitation, any conditional sale or other title retention transaction, any lease transaction in the
nature thereof and any secured transaction under the Uniform Commercial Code

Loan" shall mean the loan made by CFC to the Borrower, pursuant to this Agreement and
the Note, in an aggregate principal amount not to exceed the CFC Commitment

Loan Capital Term Certificate" or "LCTC" shall mean a certificate, or book entry form of
account, evidencing the Borrower's purchase of equity in CFC

Loan Documents" shall mean this Agreement, the Note, the Mortgage, the Project
Agreement and all other documents or instruments executed, delivered or executed and delivered by
the Borrower and evidencing, securing, governing or otherwise pertaining to, the Loan

Long-Term Debt" shall mean an amount constituting the Iorlg»term debt of the Borrower
computed pursuant to Accounting Requirements

Maturity Date"shall mean the Payment Date immediately prior to the CREB Maturity Date
permitted for the CREBs under Section 54(e)(2) of the Code as in effect on the Closing Date

Maximum CREB Term Anniversary Date" shall mean the anniversary of the Closing Date
that occurs at the maximum term permitted for the CREBs under Section 54(e)(2) of the Code as in
effect on the Closing Date

Mortgage" shall have the meaning as described in Schedule 1 hereto

Mortgaged Property" shall have the meaning ascribed to it in the Mortgage

Non-operating Margins--lnterest" shall mean the amount representing the interest
component of non-operating margins of the Borrower computed pursuant to Accounting
Requirements
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"Note" shall mean the secured promissory note, payable Te the order of CFC, executed by
the Borrower, dated as of even date herewith, pursuant to this Agreement as identified on Schedule
1 hereto and shall include any substitute note or modification thereto.

"Qbligations" shall mean any and all liabilities, obligations or indebtedness owing by the
Borrower to CFC, of any kind or description, irrespective of whether for the payment of money,
whether direct or indirect, absolute or contingent, due or to become due, now existing or hereafter
arising.

"Operating Margins" shalt mean the amount of patronage capital and operating margins of
the Borrower computed pursuant to Accounting Requirements.

"Payment Date" shall mean the first (1st) day of each of March, June and September and
December.

"Payment Notice" shall mean a notice furnished by CFC to the Borrower that indicates the
amount of each payment of interest or interest and principal and the total amount of each payment
due.

"Permitted Encumbrances" shall have the meaning ascribed to it in the Mortgage.

"Person" shall mean natural persons, cooperatives, corporations, limited liability companies,
limited partnerships, general partnerships, limited liability partnerships, joint ventures, associations,
companies, trusts or other organizations, irrespective of whether they are legal entities, and
Governmental Authorities.

"Primary Advance" shall mean the Advance made by CFC to the Borrower pursuant to
Section 3.02.B hereof two Business Days after the Closing Date to reimburse Borrower for costs of
the Project.

"Principal" shall mean the amount of principal billed on account of Long-Term Debt of the
Borrower computed pursuant to Accounting Requirements.

"Project" shall mean the project being financed pursuant to the Loan, as further described in
Schedule 1.

"Project Account" means an account created pursuant to the Indenture within the Project
Fund related to the CREBs.

"Project Agreement" shall mean the Project Agreement, dated as of even date herewith,
executed by the Borrower with respect to the Project and the CREBs.

"Project Fund" means the Project Fund created and identified as such in the Indenture.

"Restricted Rentals" shall mean all rentals required to be paid under finance leases and
charged to income, exclusive of any amounts paid under any such lease (whether or not designated
therein as rental or additional rental) for maintenance or repairs, insurance, taxes, assessments,
water rates or similar charges. For the purpose of this definition the term "finance lease" shall mean
any lease having a rental term (including the term for which such lease may be renewed or extended
at the option of the lessee) in excess of three (3) years and covering property having an initial cost in
excess of $250,000 other than automobiles, trucks, trailers, other vehicles (including without
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limitation aircraft aland Ships), .offiwgze, garage and warehouse szP8ée and notice equ ipment  ( i nc lud ing
witI16ilflimitation céNipqtersy. °

"SecurltIes'f shall mean one or More Series ofniean .reneeweble energy bonds issued by GPG
under the Indenture.

. . ° 'Su.bsldlary" as tO any Person,  Shal l  sneer.  a. .comQrat lon,  partnership,  l im i ted earlnervshiv.
l i rr i i téd"I iéBi l i tyoornpahy or eNtity. et sliareSi Stock or:  Other ownership interests Having
Qrdlrnarv vot in'g=l§iower (ot l jet ' . thah stoc3lg.or such. other ownership interests having such power only by
reason of the .happening Cr. a. Gor1iin§€nGy8.1Q= m a j o r i t y  o f  t he  boa rd  o f  d l nsc t c rs  o r  e t he r
managersof  such ent i ty.  are at  Ethe t ime Orithe hial iégernent of  Which is otherwise.control le;11,

[di rect ly or indi rect ly through one on moreainteNhediaEieS¢.=orboth, .  by such Person.  Unless otherwise
qr l i f i ed ,  a l l  re f e rences  t o  a  "Subs i d i a ry "  o r .  t o  "S r l l bs i d i a r i es "  l . n  t h i s  Ag reem en t  . sha l l  re f e r  t o  a
Subsidiary or Subsidiaries of the B'orl8oli l£er.

"Tax Compl iance AgreemeNt" M eans a tax.eempl ial ruce 6erti6c;ate and agreement of CFC
with sespegcg toa series of Securities, as UM Tnevsee. aS amended.

Borrower required by°°T9rmtnation Certitleaty' siiail....mean. the eeriilipate of the
:section 5.01 .Q.of idle AgreemeNt, substargially ihthefeQ€h1otf Exhibit D hereto.

"Tota l  Assets" shal l  mean an amountconSt i tu t ihg the to ta l  assets of  the Borrower computed
pursuaNt  to Account ing Requi rements.

"Total Utlllty Plant°' shall mean the. aliflnllnt constlttiliN§8..the total utility plant of the BolTcwér
Cdinputed. pursuant to 1'-locounting Requireménté.

ass igns.
F'Tiiistee"shalI=mSan U.S. Bank Trust Wfnnariv Nétignal Associagisn and its successors SM

ARTICLE l l

R E P R E S E N T A T I O N S  A N D  W A R R A N T I E S

Section 2.01
Agreement:

The Borrower represents a n d . w a w m t s t o  C F C  m a t i a s  o f  t h e da t e of this

.. 2 As; . : Good .$i§|§dIr1g.. la' validly exis¢ting and.=ih gQ6d"
: §t@Il§1iliQ the laws.o1"th§ jil¥i§di6tibh .¢f.8;$. gr brganization, is .duly qualified to do

..businé§§.éiidis ing¢bd. star»<1lresg=is81hose.§§3£tes.in W€§.[wuirm to be. qualified tocohdud its
.business: The BorroweriS awvémbet in good.st8ndlngNf?Gi?§G.:

.. B. Subsidiaries ....... . so faith ammpsese are
l Ist §tthe subsiuiariés ownership é f l h e

stock. . inémr»ersnl t i . i i i l§r§st§ §i5 i5 l i4sbIéféfbach subéiq iaxy

h a  Q w n e r s h

Au¢h°n:y:;y311qf¢y;. . and  i a i i t l i o f im  t o  en te r . i n& i . t h i s

§>¢s¢ihte=and u¢|iyer and to incui'= and t i e
=aua in use Mortgé§é, '§1la1E

¢OI'l$SFIl or'
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any Person, including, as applicable and without limitation, members of the Borrower, which has not
been obtained is required as a condition to the validity or enforceability hereof or thereof.

Each of this Agreement, the Note, the Project Agreement and the Mortgage is, and when fully
executed and delivered will be. legal, valid and binding upon the Borrower and enforceable against
the Borrower in accordance with i ts terms, subject to appl icable bankruptcy, insolvency,
reorganization, moratorium or other laws affecting creditors' rights generally and subject to general
principles of equity.

D. No Conflicting Agreements. The execution and delivery of the Loan Documents
and performance by the Borrower of the obligations thereunder, and the transactions contemplated
hereby or thereby, will not; (i) violate any provision of law, any order, rule or regulation of any court or
other agency of government, any award of any arbitrator, the articles of incorporation or by-laws of
the Borrower, or any indenture, contract, agreement, mortgage, deed of trust or other instrument to
which the Borrower is a party or by which it or any of its property is bound; or (ii) be in conflict with,
result in a breach of or constitute (with due notice and/or lapse of time) a default under, any such
award. indenture, contract, agreement, mortgage, deed of trust or other instrument, or result in the
creation or imposition of any Lien (other than contemplated hereby) upon any of the property or
assets of the Borrower.

The Borrower is not in default in any material respect under any agreement or instrument to which it
is a party or by which it is bound and no event or condition exists which constitutes a default, or with
the giving of notice or lapse of time, or both, would constitute a default under any such agreement or
instrument,

E. Taxes. The Borrower, and each of its Subsidiaries, has filed or caused to be filed all
federal, state and local tax returns which are required to be filed and has paid or caused to be paid
all federal, state and local taxes, assessments, and governmental charges and levies thereon,
including interest and penalties to the extent that such taxes, assessments, and governmental
charges and levies have become due, except for such taxes, assessments, and governmental
charges and levies which the Borrower or any Subsidiary is contesting in good faith by appropriate
proceedings for which adequate reserves have been set aside.

F- Licenses and Permits. The Borrower has duly obtained and now holds all licenses,
permits, certifications, approvals and the like necessary to own and operate its properly and business
that are required by Governmental Authorities and each remains valid and in full force and effect.

G. Litigation. There are no outstanding judgments, suits, claims, actions or proceedings
pending or, to the knowledge of the Borrower, threatened against or affecting the Borrower, its
Subsidiaries or any of their respective properties which, if adversely determined, either individually or
collecthrely, would have a material adverse effect upon the business, operations, prospects, assets,
liabilities or financial condition of the Borrower or its Subsidiaries. The Borrower and its Subsidiaries
are not, to the Borrowers knowledge, in default or violation with respect to any judgment, order, writ,
injunction, decree, rule or regulation of any Governmental Authority which would have a material
adverse effect upon the business, operations, prospects, assets, liabilities or financial condon of the
Borrower or its Subsidiaries.

H. Financial Statements. The balance sheet of the Borrower as at the date identified in
Schedule 1 hereto, the statement of operations of the Borrower for the period ending on said date,
and the interim Financial statements of the Borrower, all heretofore furnished to CFC, are complete
and correct. Saidbalance sheet fairly presents the financial conditionof the Borrower as at said date

CFC LOANAG
AZ014~A-9041 -CB001 (JABLONJ )
117580-2

as ' '



8

and said statement of operations fairly reflects its operations for the period ending on said date. The
Borrower has no contingent obligations or extraordinary forward or long-term commitments except as
specifically stated in said balance sheet or herein. There has been no material adverse change in
the financial condition or operations of the Borrower from that set forth in said financial statements
except changes disclosed in writing to CFC prior to the date hereof.

I. Borrower's Legal Status. Schedule 1 hereto accurately sets forth: (i) the Borrower's
exact legal name, (ii) the Borrower's organizational type and jurisdiction of organization, (iii) the
Borrower's organizational identification number or accurate statement that the Borrower has none,
and (iv) the Borrower's place of business or, if more than one, its chief executive office as well as the
Borrower's mailing address if different.

J. Required Approvals. Other than the CREBs allocation received from the Internal
Revenue Service, no license, consent or approval of any Governmental Authority is required to
enable the Borrower to enter into this Agreement, the Project Agreement, the Note and the
Mortgage, or to perform any of its Obligations provided for in such documents, including without
limitation (and if applicable), that of any state public utilities commission, any state public service
commission, and the Federal Energy Regulatory Commission, except as disclosed in Schedule 1
hereto, all of which the Borrower has obtained prior to the date hereof.

K. Compliance With Laws. The Borrower and each Subsidiary is in compliance, in all
material respects, with all applicable requirements of law and all applicable rules and regulations of
each Governmental Authority.

To the Borrower's knowledge, information and belief neither this

the Borrower in connection herewith (all such documents, certificates and financial statements, taken
as a whole) contains any untrue statement of a material fact or omits to state any material fact
necessary in order to make the statements contained herein and therein not misleading.

L. Disclosure. ,
Agreement nor any document certificate or financial statement furnished to CFC by or on behalf of

M. No Other Liens. As to property which is presently included in the description of
Mortgaged Property, the Borrower has not, without the prior written approval of CFC, executed or
authenticated any security agreement or mortgage, or filed or authorized any financing statement to
be filed with respect to assets owned by it, other than security agreements, mortgages and financing
statements in favor of CFC, except as disclosed in writing to CFC prior to the date hereof or relating
to Permitted Encumbrances.

N. Environmental Matters. Except as to matters which individually or in the aggregate
would not have a material adverse effect upon the business or Financial condition of the Borrower or
its Subsidiaries, (i) Borrower is in compliance with all Environmental Laws (including, but not limited
to, having any required permits and licenses), (ii) there have been no releases (other than releases
remediated in compliance with Environmental Laws) from any underground or aboveground storage
tanks (or piping associated therewith) that are or were present at the Mortgaged Property, (iii)
Borrower has not received written notice or claim of any violation of any Environmental Law, (iv)
there is no pending investigation of Borrower in regard to any Environmental Law, and (v) to the best
of Borrower's knowledge, there has not been any release or contamination (other than releases or
contamination remediated in compliance with Environmental Laws) resulting from the presence of
Hazardous Materials on property owned, leased or operated by the Borrower.

Project Agreement. As set forth in the Project Agreement, the Project constitutes "a
qualified project" as defined fn Section 54(d)(2)(A) of the Code. As set forth in the Project Agreement,

o.
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the Borrower constitutes currently, and will remain through the period that the CREBs remain
outstanding, "a Qualified Borrower", meaning a (i) mutual or cooperative electric company described
in Sections 501(c)(12) or 1381(a)(2)(C) of the Code, or (ii) a Governmental Body, which is defined as
any state, territory possession of the U.S., the District of Columbia, Indian tribal government, and any
political subdivision thereof. The statements, information and descriptions contained in the Project
Agreement are true, correct and complete, and do not contain any untrue statement or misleading
statement of a material fact, and do not omit to state a material fact required to be stated therein or
necessary to make the statements, information and descriptions contained therein, in the light of the
circumstances under which they were made, not misleading, and the estimates and the assumptions
contained in the Project Agreement are reasonable and based on the best information available to
the Borrower.

ARTICLE Ill

LOAN

Section 3.01 Definitions.For purposes of this Article 3, the following capitalized terms shall
have the following meanings:

"Borrower's Annual Bond Repayment Amount" shall mean the amount determined by
dividing the CFC Commitment by the number of years from the Closing Date to the Maximum CREB
Term Anniversary Date, which amount shall be recalculated on the date CFC rescinds any excess
moneys pursuant to Section 3.05 or 3.06 hereof.

"Quarterly Bond Deposit Amount" shall mean for each Payment Date, the amount
determined by subtracting from the Quarterly Bond Repayment Amount the principal amount payable
by the Borrower pursuant to Section 3.03.A(iiXbX1) on such Payment Date.

"Quarterly Bond Repayment Amount" shall mean one-fourth (%) of the Borrower's Annual
Bond Repayment Amount.

Section 3.02 Advances. The obligation of the .Borrower to repay the Advances shall be
evidenced by the Note. The aggregate amount of all Advances made hereunder shall not exceed the
CFC Commitment. At the end of the Draw Period, CFC shall have no further obligation to make
Advances.

A. Initial Advance. Borrower hereby agrees that on the Closing Date, CFC shall
automatically, and without action by Borrower, make the Initial Advance. On the Closing Date, CFC
shall notify Borrower of the final amount of the initial Advance and the amount of the CFC
Commitment remaining for Borrower to subsequently Advance.

B. Subsequent Advances.

(i) The Borrower may submit a request for the Primary Advance to CFC in writing (which
may be submitted by facsimile) no later than 12:00 noon local time at CFC's offices in
Herndon, Virginia seven Business Days prior to the Closing Date. The Primary
Advance may be requested in any amount up to the CFC Commitment. CFC shall
make the Primary Advance two Business Days after the Closing Date in the lesser of
(i) the aggregate amount of such requested Primary Advance, and (ii) the amount of
the CFC Commitment less the amount of the Initial Advance.
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(ii) Except as set forth in 3.02.A and 3302.B(i) hereof, the Borrower shall submit its
request for an Advance to CFC in writing (which may be submitted by facsimile) no
later than 12:00 noon local time at CFC's offices in Hemdon, Virginia at least two (2)
Business Days prior to the last Business Day of any calendar month. Borrower may
make multiple requests for Advances during any calendar month in any amount so
long as the aggregate amount of all Advances requested in such month is in an
amount not less than $100,000.00, provided, however that at such time as there
remains less than $100,000.00 available for Advance hereunder, Borrower may
request the entirety of such remaining amount. CFC shall make a single Advance to
Borrower on the first Business Day of the calendar month following Borrower's
request(s) for an Advance. Such Advance shall be in the aggregate amount of all
Advances requested by Borrower in the prior month, provided however that at such
time as there remains less than $100,000.00 available for Advance hereunder and
Borrower requests the entirety of such remaining amount, CFC shall Advance the
entirety of such remaining amount

Section 3.03 Interest Rate and Payment. The Note shall be payable and bear interest as
follows

Payments; Maturity, Amortization

(5) The Note shall be due and payable on the Maturity Date

(ii) On each Payment Date, the Borrower shall promptly pay the following

A

(a) accrued interest on the principal amount of the Loan outstanding less the amount
of the Initial Advance: and

(b) the Quarterly Bond Repayment Amount, consisting of

(1) the principal amount due on any outstanding Advances, determined on the
basis of a quarterly amortization schedule from the date of each Advance

(2) the Quarterly Bond Deposit Amount

(iii) If not sooner paid, any amount due on account of the unpaid principal, interest
accrued thereon and fees, if any, shalt be due and payable on the Maturity Date

(iv) Each Advance shall amortize on a level principal payment basis from the date thereof
through the Maturity Date

(v) CFC will furnish to the Borrower a Payment Notice at least ten (10) days before each
Payment Date, provided, however, that CFC's failure to send a Payment Notice shall not constitute a
waiver by CFC or be deemed to relieve the Borrower of its obligation to make payments as and when
due as provided for herein

(vi) No provision of this Agreement or of any Note shall require the payment, or permit the
collection, of interest in excess of the highest rate permitted by applicable law
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Borrower agrees that the records of, and all computations by, CFC (in whatever media they are
recorded or maintained) as to the amount of principal, interest, fees and Quarterly Bond Deposit
Amount due on the Loan shall be conclusive in the absence of manifest error.

B. Application of Payments. Each payment shall be applied to the Loan, first to any
fees, costs, expenses or charges other than interest or principal, second to interest accrued, third to
the Quarterly Bond Deposit Amount and the balance to principal.

c. Application of Bond Repayment Deposit. At such time as the aggregate amount
billed by CFC in any calendar year on account of amortized principal under this Agreement exceeds
the Borrower's Annual Bond Repayment Amount for such year, CFC shall apply a portion of the
Borrower's prior payments of the Quarterly Bond Deposit Amount in the amount of such overage to
principal then due. Until such time, Borrower's payments of the Quarterly Bond Deposit Amount shall
not reduce the amount of principal outstanding and subject to amortization. Anyamount paid by the
Borrower under this Agreement on account of the Quarterly Bond Deposit Amount in excess of the
principal amount of the fully advanced Loan shall be refunded to the Borrower on the Maturity Date,

D. Interest Rate Computation. Each Advance except the Initial Advance shall bear
interest at the CFC CREB Rate which shall apply until the Maturity Date. The Initial Advance shall
not bear interest. Interest on Advances shall be computed on the basis of a 30-day month and 360-
day year.

Section 3.o4. Extraordinary Obligation to Prepay. Upon a Determination of Tax Credit
Ineligibility that subjects the CREBs to an extraordinary mandatory redemption due to a failure of the
Borrower to observe any agreement or representation in this Loan Agreement (as more particularly
described in paragraph (b) of the defined term "Determination of Tax Credit Ineligibility"), the
Borrower shall prepay the Loan, or such part thereof as determined by CFC, at such times and in
such amounts as determined by CFC within sixty (60) days of such determination together with a
prepayment premium prescribed by CFC pursuant to its policies of general application in effect from
time to time.

Section 3.05. Rescission of Excess Moneys; Fee. If the Bon°ower has not drawn down
the full amount of the CFC Commitment at (i) the time of filing the Completion Certificate under
Section 5.01P. hereof, (ii) the time of filing the Termination Certificate under 5.01Q. hereof, (iii) a
Determination of Tax Credit Ineligibility or (iv) the end of the Draw Period, a corresponding rescission
of the amount of principal available to be drawn on the Note as calculated by CFC shall automatically
be made without further action by the Borrower. CFC shall release the Borrower from its obligations
hereunder as to such rescinded portion, provided the Borrower complies with such terms and
conditions as CFC may impose for such release including, without limitation, payment of any
rescission fee that CFC may from time to time prescribe, pursuant to its policies of general
application.

Section 3.06. Cancellation of Excess Moneys. If the Borrower has not drawn down the full
amount of the CFC Commitment at the time CFC determines that it will cease making Advances
hereunder pursuant to Section 7.01 hereof, a corresponding cancellation of the amount of principal
available to be drawn on the Note as calculated by CFC shall automatically be made without action
by the Borrower.

Section 3.07. Default Rate. If Borrower defaults on its obligation to make a payment due
hereunder by the applicable Payment Date, and such default continues for thirty days thereafter, then
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beginning on the thirty-first day after the Payment Date and for so long as such default continues,
Advances shall bear interest at the Default Rate.

Section 3.08. Patronage Capital; Interest Rate Discounts. No patronage capital shall be
earned, and no interest rate discounts shall apply, to the Loan.

Section 3.09. Optional Prepayment. Except for prepayments made pursuant to
Section 3.04 hereof, no prepayment of any Advance, in whole or in part, may be made by the
Borrower.

ARTICLE IV

CONDITIONS OF LENDING

Section 4.01 The obligation of  CFC to make any Advance hereunder is subject to
satisfaction of the following conditions in form and substance satisfactory to CFC:

A. Legal Matters. All legal matters incident to the consummation of the transactions
hereby contemplated shall be satisfactory to counsel for CFC.

B. Documents. CFC shall have been furnished with (i) the executed Loan Documents,
(ii) certified copies of all such organizational documents and proceedings of the Borrower authorizing
the transactions hereby contemplated as CFC shall require, (iii) an opinion of counsel for the Borrow-
er addressing such legal matters as CFC shall reasonably require, and (iv) all other such documents
as CFC may reasonably request.

C. Government Approvals. The Borrower shall have furnished to CFC true and correct
copies of all certif icates, authorizations, consents, permits and licenses from Governmental
Authorities necessary for the execution or delivery of the Loan Documents or performance by the
Borrower of the obligations thereunder.

D. Representations and Warranties. The representations and warranties contained in
Article ll shall be true on the date of the making of each Advance hereunder with the same effect as
though such representations and warranties had been made on such date, no Event of Default and
no event which, with the lapse of time or the notice and lapse of time would become such an Event of
Default, shall have occurred and be continuing or will have occurred after giving effect to each
Advance on the books of the Borrower, there shall have occurred no material adverse change in the
business or condition, financial or otherwise, of the Borrower, and nothing shall have occurred which
in the opinion of CFC materially and adversely affects the Borrower's ability to perform its obligations
hereunder.

E. Mortgage Recordation. The Mortgage (and any amendments, supplements or
restatements as CFC may require from time to time) shall have been duly filed, recorded or indexed
in all jurisdictions necessary (and in any other jurisdiction that CFC shall have reasonably requested)
to provide CFC a lien, subject to Permitted Encumbrances, on all of the Borrower's real property, all
in accordance with applicable law, and the Borrower shall have paid all applicable taxes, recording
and filing fees and caused satisfactory evidence thereof to be furnished to CFC.

F. UCC Filings. Uniform Commercial Code financing statements (and any continuation
statements and other amendments thereto that CFC shall require from time to time) shall have been
duly fired, recorded or indexed in all jurisdictions necessary (and in any other jurisdiction that CFC
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shall have reasonably requested) to provide CFC a perfected security interest, subject to Permitted
Encumbrances, in the Mortgaged Property which m ay be per fected by the f i l i ng of a financing
statement, all in accordance with applicable law, and the Borrower shal l have paid all applicable
taxes, recording and filing fees and caused satisfactory evidence thereof to be furnished to CFC.

G. Requisitions. The Borrower will requisition each Advance by submitting its written
requisition to CFC in the form attached as Exhibit A hereto. Requisitions for Advances shall be made
only for the purposes set forth in Schedule 1 hereto.

H. Other lnformation. The Borrower shall have furnished such other information as
CFC may reasonably require, including but not limited to (i) information regarding the specific
purpose for an Advance and the use thereof, (ii) feasibility studies, cash flow projections, financial
analyses and pro forma financial statements sufficient to demonstrate to CFC's reasonable
satisfaction that after giving effect to the Advance requested, the Borrower shall continue to achieve
the DSC ratio set forth in Section 5.01.A herein, to meet all of its debt service obligations, and
otherwise to perform and to comply with all other covenants and conditions set forth in this
Agreement, and (iii) any other information as CFC may reasonably request. CFC's obligation to
make any Advance hereunder is conditioned upon prior receipt and approval of the Borrowers
written requisition and other information and documentation, if any, as CFC may have requested
pursuant to this paragraph.

I. Issuance of Bonds. CFC shall have issued CREBs in an amount not less than the
CFC Commitment.

J. CREB Allocation. CFC shall have received an allocation in the amount of the CFC
Commitment from the U.S. Department of Treasury for the Borrower's Project under its Securities
program.

K. Tax Credit Inellgfbility. There shall have occulTed no Determination of Tax Credit
Ineligibility with regard to the Borrower or the Project.

L. Bring Down Certif icate. Two (2) Business Days prior to the Closing Date, the
Borrower shall furnish CFC with a certificate of an Authorized Officer of the Borrower in the form of
Exhibit B hereto, certifying that all of the representations and warranties set forth in Article ll hereof
are true on the Closing Date.

ARTICLE v

COVENANTS

Section 5.01 Affirmative Covenants. The Borrower covenants and agrees with CFC that
until payment in full of the Note and performance of all obligations of the Bon'ower hereunder:

A. Financial Ratios; Design of Rates. The Borrower shall achieve an Average DSC
Ratio of not less than 1.35. The Borrower shall not decrease its rates for electric service if it has
failed to achieve a DSC Ratio of 1.35 for the calendar year prior to such reduction subject only to an
order from a Governmental Authority properly exercising jurisdictionover the Borrower.

B. Loan Proceeds. The Borrower shall use the proceeds of this Loan solely for the
purposes identified on Schedule 1 hereto.
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c. Notice. The Borrower shall promptly notify CFC in writing of:

(E) any material adverse change in the business, operations, prospects, assets, liabilities
or financial condition of the Borrower,

(ii) the institution or threat of any litigation or administrative proceeding of any nature
involving the Borrower which could materially affect the business, operations, prospects, assets,
liabilities or financial condition of the Borrower:

the occurrence of an Event of Default hereunder, or any event that, with the giving of
notice or lapse of time, or both, would constitute an Event of Default.

(iii)

D. Default Notices. Upon receipt of any notices with reaped to a default by the
Borrower under the rems of any evidence of any indebtedness with parties other than CFC or of any
loan agreement, mortgage or other agreement relating thereto, the Borrower shall deliver copies of
such notice to CFC.

E. Annual Certificates.

Within one hundred twenty (120) days af ter the close of  each calendar year,
commencing with the year in which the initial Advance hereunder shall have been made, the
Borrower will deliver to CFC a written statement, in tom and substance satisfactory to CFC, signed
by the Borrower's General Manager or Chief Executive Officer, stating that during such year, and that
to the best of said person's knowledge, the Borrower has fulfilled all of its obligations under this
Agreement, the Project Agreement, the Note, and the Mortgage throughout such year or, if there has
been a default in the fulfillment of any such obligations, specifying each such default known to said
person and the nature and status thereof,

(F)

(ii) The Borrower shall deliver to CFC within one hundred twenty (120) days of CFC's
written request, which shall be no more frequently than once every year, a certification, in form and
substance satisfactory to CFC, regarding the condition of the Mortgaged Property prepared by a
professional engineer satisfactory to CFC. The Borrower shall also deliver to CFC such other
information as CFC may reasonably request from time to time.

F. Loan Capital Term Certificate Purchase. The Borrower will purchase LCTCs, if
required, in an amount calculated pursuant to CFC's policies of general application and shall pay for
such LCTCs as required thereby. CFC's policies with respect to such LCTCs are set forth in
Schedule 1.

G. Financial Books; Financial Reports; Right of Inspection. The Borrower will at all
times keep, and safely preserve, proper books, records and accounts in which full and true entries
will be made of all of the dealings, business and affairs of the Borrower, in accordance with
Accounting Requirements. When requested by CFC, the Borrower will prepare and furnish CFC
from time to time, periodic financial and statistical reports on its condition and operations. All of such
reports shall be in such form and include such information as may be specified by CFC. Within one
hundred twenty (1 to) days of the end of each calendar year during the term hereof, the Borrower
shall furnish to CFC a full and complete report of its f inancial condition and statement of its
operations as of the end of such calendar year, in tom and substance satisfactory to CFC. In
addition, within one hundred twenty (120) days of the end of each the Borrower's fiscal years during
the term hereof, the Borrower shall furnish to CFC a full and complete consolidated and consolidating
report of its financial condition and statement of its operations as of the end of such fiscal year,
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audited and certified by independent certified public accountants nationally recognized or otherwise
satisfactory to CFC and accompanied by a report of such audit in form and substance satisfactory to
CFC, including without limitation a consolidated and consolidating balance sheet and the related
consol idated and consol idat ing statements of  income and cash f low, CFC, through i ts
representatives, shall at all times during reasonable business hours and upon prior notice have
access to, and the right to inspect and make copies of, any or all books, records and accounts, and
any or all invoices, contracts, leases, payrolls, canceled checks, statements and other documents
and papers of every kind belonging to or in the possession of the Borrower or in anyway pertaining to
its property or business.

H. Notice of Additional Secured Debt. The Borrower will notify CFC promptly in writing
if it incurs any additional secured indebtedness other than indebtedness to CFC or indebtedness
otherwise provided for in the Mortgage.

I. Funds Requisition. The Borrower agrees (i) that CFC may rely conclusively upon the
written instructions submitted to CFC in the Borrower's written request for an Advance hereunder,
(ii) that such instructions shall constitute a covenant under this Agreement to repay the Advance in
accordance with such instructions, the applicable Note, the Mortgage, the Project Agreement and
this Agreement, and (iii) to request Advances only for the purposes set forth in Schedule 1 hereto.

J. Compliance with Laws. The Borrower and each Subsidiary shall remain in
compliance, in all material respects, with all applicable requirements of law and applicable rules and
regulations of each Governmental Authority.

K. Taxes. The Borrower shall pay, or cause to be paid all taxes, assessments or
governmental charges lawfully levied or imposed on or against it and its properties prior to the time
they become delinquent, except for any taxes, assessments or charges that are being contested in
good faith and with respect to which adequate reserves as determined in good faith by the Borrower
have been established and are being maintained.

L. Further Assurances. The Borrower shall execute any and all further documents,
financing statements, agreements and instruments, and take all such further actions (including the
filing and recording of financing statements, figure filings, mortgages, deeds of trust and other
documents), which may be required under any applicable law, or which CFC may reasonably
request, to effectuate the transactions contemplated by the Loan Documents or to grant, preserve,
protect or perfect the Liens created or intended to be created thereby. The Borrower also agrees to
provide to CFC, from time to time upon request, evidence reasonably satisfactory to CFC as to the
perfection and priority of the Liens created or intended to be created by the Loan Documents.

M. Environmental Covenants. Borrower shall:

(i) at its own cost, comply in all material respects with all applicable Environmental Laws,
including, but not limited to, any required remediation, and

(ii) i f  i t receives any written communication al leging Borrower's v iolation of  any
Environmental Law, provide CFC with a copy thereof within ten (10) Business Days after receipt, and
promptly take appropriate action to remedy, cure, defend, or otherwise affirmatively respond to the
matter,

N. Limitations on Loans, Investments and Other Obligations. The aggregate amount
of all purchases, investments, loans, guarantees, commitments and other obligations described in
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B. Limitations on Sale, Lease or Transfer of Capital Assets; Application of
Proceeds. Sell, lease or transfer (or enter into an agreement to sell, lease or transfer) any capital
asset, except in accordance with this Section 5.02.B. If no Event of Default (and no event which with
notice or lapse of time and notice would become an Event of Default) shall have occurred'and be
continuing, the Borrower may, without the prior written consent of CFC, sell, lease or transfer (or
enter into an agreement to sell, lease or transfer) any capital asset in exchange for fair market value
consideration paid to the Borrower if the value of such capital asset is less than five percent (5%) of
Total Utility Plant and the aggregate value of capital assets sold, leased or transferred in any 12.
month period is less than ten percent (10%) of Total Utility Plant.

Q. Termination Certificate. If the Borrower determines that the Project will not be
completed as described in Section 5.01.P above, then the Borrower shall submit to CFC a
Termination Certificate, within 30 days of a determination that:

A. Limitations an Mergers.Consolidate with, merge, or sell all or substantially all of its
business or assets, or enter into an agreement for such consolidation, merger or sale, to another
entity or person unless such action is either approved, as is evidenced by the prior written consent of
CFC, or the purchaser, successor or resulting corporation is or becomes a member in good standing
of CFC and assumes the due and punctual payment of the Note and the due and punctual
performance of the covenants contained in the Mortgage and this Agreement.

O. Tax Status of the CREBs. The Borrower shall utilize the Project or cause it to be
utilized as provided in the Project Agreement until the CREB Maturity Date. No use will be made of
the proceeds of the CREBs other than as set forth herein and in the Project Agreement and no
changes will be made in the Project or in the operation or beneficial use thereof (including, without
limiting the generality of the foregoing, the use of the Project by the Borrower or any related person)
without an opinion of Bond Counsel that such a use or change will not adversely affect the eligibility
of the CREBs to qualify for a tax credit for the owner thereof, for federal income tax purposes. The
Borrower agrees and warrants that it will not take or authorize or permit any action to be taken and
has not taken or authorized or permitted any action to be taken and will not fail to take any action to
comply with the Project Agreement which adversely affects the eligibility of the CREBs to qualify for a
tax credit for the owner thereof, for federal income tax purposes. This agreement and warranty shall
survive the termination of this Agreement.

Other Information. The Borrower shall furnish such other information as CFC may
reasonably require relating to the Project.

Section5.02 Negative Covenants. The Borrower covenants and agrees with CFC that until
payment in full of the Note and performance of all obligations of the Borrower hereunder, the
Borrower will not, directly or indirectly, without CFC's prior written consent;

p. Completion Certificate. The Borrower shall submit to CFC within 30 days after the
completion of the Project, a Completion Certificate signed by an Authorized Officer of the Borrower.

Section 5.02.D(i) of this Agreement shall at all times be less than fifteen percent (15%) of Total Utility
Plant or Fifty percent (50%) of Equity, whichever is greater.

R.

(i)
Project, and

(ii) the Borrower does not intend to make any further Advances.

no further acquisition, construction or installation will occur with respect to the
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c. Limitation on Dividends, Patronage Refunds and Other Distributions.

(i) Make Distributions in any calendar year if, after giving effect to the Distribution, the total
Equity of the Borrower will be less than twenty percent (20%) of its Toto Assets.

(ii) If, after giving effect to the Distribution, the total Equity of the Borrower will be less than
twenty percent (20%) of its Total Assets, then the BorTower may nevertheless make Distributions of
up to thirty percent (30%) of its total margins for the preceding calendar year.

(iii) Notwithstanding anything to the contrary in subparagraphs (i) and (ii) above, the Borrower
shall not make any Distribution without the prior written consent of CFC if an Event of Default under
this Agreement has occurred and is continuing.

D. Limitations on Loans, Investments and Other Obligations.

(a) (a) Purchase, or make any commitment to purchase, any stock, bonds, notes, debentures ,
or other securities or obligations of or bene6ciaI interests in, (b) make, or enter into a commitment to
make, any other investment, monetary or otherwise, in, (c) make. or enter into a commitment to
make, any loan to, or (d) guarantee, assume, or otherwise become liable for, or enter into a
commitment to guarantee, assume, or otherwise become liable for, any obligation of any Person if

to , , or commitment, the
amount thereof would exceed the greater of fifteen percent (15%) of Total Utility Plant or fifty percent
(50%) of Equity.

after giving effect such purchase, Investment loan guarantee aggregate

(ii) The following shall not be Included in the limitation of purchases, investments, loans and
guarantees in (i) above: (a) bonds, notes, debentures, stock, or other securities or obligations issued
by or guaranteed by the United States or any agency or instrumentality thereof, (b) bonds, notes,
debentures, stock, commercial paper, subordinated capital certificates, or any other security or
obligation issued by CFC or by institutions whose senior unsecured debt obligations are rated by at
least two nationally recognized rating organizations in either of their two highest categories; (c)
investments incidental to loans made by CFC; (d) any deposit that is fully insured by the United
States, (e) loans and grants made by any Governmental Authority to the Borrower under any rural
economic development program, but only to the extent that such loans and grants are non-recourse
to the Borrower, and (f) unretired patronage capital allocated to the Borrower by CFC, a cooperative
from which the Borrower purchases electric power, or a statewide cooperative association of which
Borrower is a member.

(iii) In no event may the Borrower take any action pursuant to subsection (i) if an Event of
Default under this Agreement has occurred and is continuing,

E. Organizational Change. Change its type of organization or other legal structure,
except as permitted by Section 5.02.A. hereof, in which case the Borrower shall provide at least 30
days prior written notice to CFC together with all documentation reflecting such change as CFC may
reasonably require.

F. Notice of Change In Borrower Information. Change its (i) state of incorporation, (ii)
legal name, (iii) mailing address, or (iv) organizational identification number, if it has one, unless the
Borrower provides written notice to CFC at least thirty (30) days prior to the effective date of any
such change together with all documentation reflecting any such change as CFC may reasonably
require.
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ARTICLE VI

EVENTS OF DEFAULT

Section 6.01 The following shall be "Events of Default" under this Agreement:

A. Representations and Warranties. Any representation or warranty made by the
Borrower herein, or in any of the other Loan Documents, or in any certificate or financial statement
furnished to CFC hereunder or under any of the other Loan Documents shall prove to be false or
misleading in any material respect.

B. Payment. The Borrower shall fail to pay (whether upon stated maturity, by
acceleration, or otherwise) any principal, interest, premium (sf any) or other amount payable under
the Note and the Loan Documents within five (5) Business Days after the due date thereof.

c. Dther Covenants.

(I) No Grace Period. Failure of the Borrower to observe or perform any covenant
or agreement contained in the Project Agreement or in Sections 5.01.A, 5.G1 .B,
5,01.D, 5.01.E, 5.01.G, 5.01.1, 5501.N, 5.01.0 and 5.02 of this Agreement.

(ii) Thirty Day Grace Period. Failure of the Borrower to observe or perform any
other covenant or agreement contained in this Agreement or any of the other Loan
Documents, which shall remain unremedied for thirty (30) calendar days after written
notice thereof shall have been given to the Borrower byCFC.

D. Legal Existence, Permits and Licenses. The Borrower shall forfeit or otherwise be
deprived of (i) its authority to conduct business in the jurisdiction in which it is organized or in any
other jurisdiction where such authority is required in order for the Borrower to conduct its business in
such jurisdiction or (ii) permits, easements, consents or licenses required to carry on any material
portion of its business.

E. Other CFC Obligations. The Borrower shal l  be in breach or default of  any
Obligation, which breach or default continues uncured beyond the expiration of any applicable grace
period.

F. Other Obligations. The Borrower shall (i) fail to make any payment of any principal,
premium or any other amount due or interest on any indebtedness with parties other than CFC which
shall remain unpaid beyond the expiration of any applicable grace period, or (ii) be in breach or
default with respect to any other term of any evidence of any other indebtedness with parties other
than CFC or of any loan agreement, mortgage or other agreement relating thereto which breach or
default continues uncured beyond the expiration of any applicable grace period, if the effect of such
failure, default or breach is to cause the holder or holders of that indebtedness to cause that
indebtedness to become or be declared due prior to its stated maturity (upon the giving or receiving
of notice, lapse of time, both or otherwise).

G. Involuntary Bankruptcy. An involuntary case or other proceeding shal l  be
commenced against the Borrower seeking liquidation, reorganization or other relief with respect to it
or its debts under bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the
appointment of a trustee, receiver, liquidator, custodianor other similar official of it or any substantial
part of its property and such involuntary case or other proceeding shall continue without dismissal or
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stay for a period of sixty (GO) days, or an order for relief shall be entered against the Borrower under
the federal bankruptcy laws or applicable state law as now or hereafter in effect.

H. Insolvency. The Borrower shall commence a voluntary case or other proceeding
seeking liquidation, reorganization or other relief  with respect to itself  or its debts under any
bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the appointment of a
trustee, receiver, liquidator, custodian or other similar official of it or any substantial part of its
property, or shall consent to any such relief or to the appointment of or taking possession by any
such official in an involuntary case or proceeding commenced against it, or shall make a general
assignment for the benefit of creditors, or shall admit in writing its inability to, or be generally unable
to, pay its debts as they become due, or shall take any action to authorize any of the foregoing.

I. Dissolution or Liquidation. Other than as provided in subsection H. above, the
dissolution or liquidation of the Borrower, or failure by the Borrower promptly to forestall or remove
any execution, garnishment or attachment of such consequence as will impair its ability to continue
its business or fulfill its obligations and such execution, garnishment or attachment shall not be
vacated within sixty (60) days. The term "dissolution or liquidation of the Borrower"', as used in this
subsection, shall not be construed to include the cessation of the corporate existence of the Borrower
resulting either from a merger or consolidation of the Borrower into or with another corporation
following a transfer of all or substantially all its assets as an entirety, under the conditions set forth in
Section 5.02.A.

J. Material Adverse Change. Any material adverse change in the business or
condition, Financial or otherwise, of the Borrower.

K. Monetary Judgment. The Borrower shall suffer any money judgment not covered by
insurance, writ or warrant of attachment or similar process involv ing an amount in excess of
$100,000 and shall not discharge, vacate, bond or stay the same within a period of sixty (60) days.

L. Nonmonetary Judgment. One or more nonmonetary judgments or orders (including,
without limitation, injunctions, writs or warrants of attachment, garnishment, execution, distrait,
replevin or similar process) shall be rendered against the Borrower that, either individually or in the
aggregate, could reasonably be expected to have a material adverse effect upon the business,
operations, prospects, assets, liabilities or financial condition of the Borrower.

ARTICLE VII

REMEDIES

Section 7.01 If any of the Events of Default listed in Section 6 hereof shalt occur after the
date of this Agreement and shall not have been remedied within the applicable grace periods
specified therein, then CFC may:

(i)

(ii)

Cease making Advances hereunder,

Declare all unpaid principal outstanding on the Note, all accrued and unpaid interest
thereon, and all other Obligations to be immediately due and payable and the same
shall thereupon become immediately due and payable without presentment, demand,
protest or notice of any kind, all of which are hereby expressly waived,
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(iii) Exercise rights of setoff or recoupment and apply any and all amounts held, or hereby
held, by CFC or owed to the Borrower or for the credit or account of the Borrower
against any and all of the Obligations of the Borrower now or hereafter existing
hereunder or under the Note, including, but not l imited to, patronage capital
allocations and retirements, money due to Borrower from equity certificates purchased
from CFC, and any membership or other fees that would otherwise be returned to
Borrower but excluding any LCTCs purchased by the Borrower pursuant to this
Agreement. The rights of CFC under this section are in addition to any other rights
and remedies (including other rights of setoff or recoupment) which CFC may have.
The Borrower waives all rights of setoff, deduction, recoupment or counterclaim,

(W) Pursue all rights and remedies available to CFC that are contemplated by the
Mortgage and the other Loan Documents in the manner, upon the conditions, and with
the effect provided in the Mortgage and the other Loan Documents, including, but not
limited to, a suit for specific performance, injunctive relief or damages,

(v) Pursue any other rights and remedies available to CFC at law or in equity.

Nothing herein shall limit the right of CFC to pursue all rights and remedies available to a creditor
following the occurrence of an Event of Default. Each right, power and remedy of CFC shall be
cumulative and concurrent, and recourse to one or more rights or remedies shall not constitute a
waiver of any other right, power or remedy.

ARTICLE VIII

MISCELLANEOUS

Section 8.01 Notices. All notices, requests and other communications provided for herein
including, without limitation, any modifications of, or waivers, requests or consents under, this
Agreement shall be given or made in writing (including, without limitation, by telecopy) and delivered
to the intended recipient at the "Address for Notices" specified below, or, as to any party, at such
other address as shall be designated by such party in a notice to each other party. All such
communications shall be deemed to have been duly given (i) when personally delivered including,
without limitation, by overnight mail or courier service, (ii) in the case of notice by United States mail,
certified or registered, postage prepaid, return receipt requested, upon receipt thereof, or (iii) in the
case of notice by telecopy, upon transmission thereof, provided such transmission is promptly
confirmed by either of the methods set forth in clauses (i) or (ii) above in each case given or
addressed as provided for herein. The Address for Notices of each of the respective parties is as
follows:

National Rural Utilities Cooperative Finance Corporation
2201 Cooperative Way
Hemdon, Virginia 20171-3025
Attention: Senior Vice President - Member Services
Fax #703-709-6776

The Borrower:

The address set forth in
Schedule 1 hereto
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Section 8.06 Waiver; Modification. No failure on the part of CFC to exercise, and no delay
in exercising, any right or power hereunder or under the other Loan Documents shall operate as a
waiver thereof, nor shall any single or partial exercise by CFC of any right hereunder, or any
abandonment or discontinuance of steps to enforce such right or power, preclude any other or further
exercise thereof or the exercise of any other right or power. No modification or waiver of any
provision of this Agreement, the Note or the other Loan Documents and no consent to any departure
by the Borrower therefrom shall in any event be effective unless the same shall be in writing by the

Section 8.05 Filing Fees. To the extent permitted by law, the Borrower agrees to pay all
expenses of CFC (including the reasonable fees and expenses of its counsel) in connection with the
filing, registration, recordation or perfection of the Mortgage and any other security instruments as
may be required by CFC in connection with this Agreement, including, without limitation, all
documentary stamps, recordation and transfer taxes and other costs and taxes incident to execution,
filing, registration or recordation of any document or instrument in connection herewith, The Borrower
agrees to save harmless and indemnify CFC from and against any liability resulting from the failure to
pay any required documentary stamps, recordation and transfer taxes, recording costs, or any other
expenses incurred by CFC in connection with this Agreement. The provisions of this subsection shall
survive the execution and delivery of this Agreement and the payment of all other amounts due under
the Loan Documents.

Section 8.04. Non-Business Day Payments. If any payment to be made by the Borrower
hereunder shall become due on a day which is not a Business Day, such payment shall be made on
the next succeeding Business Day and such extension of time shall be included in computing any
interest in respect of such payment.

Section 8.03 Late Payments. If payment of any amount due hereunder is not received at
CFC's office in Herndon, Virginia, or such other location as CFC may designate to the Borrower
within five (5) Business Days after the due date thereof, the Borrower will pay to CFC, in addition to
all other amounts due under the terms of the Loan Documents, any late payment charge as may be
fixed by CFC from time to time pursuant to its policies of general application as in effect from time to
time.

The amount of all such expenses identif ied in this Section 8.02 shall be secured by the
Mortgage and shall be payable upon demand, and if not paid, shall accrue interest at the Default
Rate.

Section 8.02 Expenses. Borrower shall reimburse CFC for any reasonable costs and
out-of-pocket expenses paid or incurred by CFC (including, without limitation, reasonable fees and
expenses of outside attorneys, paralegals and consultants) for all actions CFC takes, (a) to enforce
the payment of any Obligation, to effect collection of any Mortgaged Property, or in preparation for
such enforcement or collection, (b) to institute, maintain, preserve, enforce and foreclose on CFC's
security interest in or Lien on any of the Mortgaged Property, whether through judicial proceedings or
otherwise, (c) to restructure any of the Obligations, (d) to review, approve or grant any consents or
waivers hereunder, (e) to prepare, negotiate, execute, deliver, review, amend or modify this
Agreement, (f ) to prepare, negotiate, execute, deliver, rev iew, amend or modify any other
agreements, documents and instruments deemed necessary or appropriate by CFC in connection
with any of  the foregoing, and (g) to obtain any opinions required to be furnished upon a
Determination of Tax Credit Ineligibility and an extraordinary prepayment as set forth in Section 3.04
hereof or a rescission of excess money as set forth in Section 3.05 or a cancellation of excess
moneys as set forth in Section 3.06.
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party granting such modification, waiver or consent, and then such modification, waiver or consent
shall be effective only in the specific instance and for the purpose for which given.

SECTION 8.07
JURY TRIAL.

GOVERNING LAW; SUBMISSION TO JURISDICTION; WAIVER OF

(A) THE PERFORMANCE AND CONSTRUCTION OF THIS AGREEMENT AND THE NOTE
SHALL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE
COMMONWEALTH OF VIRGINIA.

(B) THE BORROWER HEREBY SUBMITS TO THE NON~EXCLUSIVE JURISDICTION OF
THE UNITED STATES COURTS LOCATED IN VIRGINIA AND OF ANY STATE COURT SO
LOCATED FOR PURPOSES OF ALL LEGAL PROCEEDINGS ARISING OUT OF OR RELATING
TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY. THE BORROWER
IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY
OBJECTIONS THAT IT MAY NOW OR HEREAFTER HAVE TO THE ESTABLISHING OF THE
VENUE OF ANY SUCH PROCEEDINGS BROUGHT IN SUCH A COURT AND ANY CLAIM THAT
ANY SUCH PROCEEDING HAS BEEN BROUGHT IN AN INCONVENIENT FORUM.

(C) THE BORROWER AND CFC EACH HEREBY IRREVOCABLY WAIVES, TO THE
FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY AND ALL RIGHT TO TRIAL BY
JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT
OR THE TRANSACTIONS CONTEMPLATED HEREBY.

SECTION 8.08 INDEMNIFICATION. THE BORROWER HEREBY INDEMNIFIES AND
AGREES TO HOLD HARMLESS, AND DEFEND CFC AND ITS MEMBERS, DIRECTORS,
OFFICERS. EMPLOYEES, AGENTS, ATTORNEYS AND REPRESENTATIVES (EACH AN
"INDEMNITEE") FOR, FROM, AND AGAINST ALL CLAIMS, DAMAGES, LOSSES, LIABILITIES,
COSTS, AND EXPENSES (INCLUDING, WITHOUT LIMITATION, COSTS AND EXPENSES OF
LITIGATION AND REASONABLE ATTORNEYS' FEES) ARISING FROM ANY CLAIM OR DEMAND
IN RESPECT OF THIS AGREEMENT AND THE OTHER LOAN DOCUMENTS, THE MORTGAGED
PROPERTY, OR THE TRANSACTIONS DESCRIBED IN THIS AGREEMENT AND THE OTHER
LOAN DOCUMENTS AND ARISING AT ANY TIME, WHETHER BEFORE OR AFTER PAYMENT
AND PERFORMANCE OF ALL OBLIGATIONS UNDER THIS AGREEMENT AND THE OTHER
LOAN DOCUMENTS IN FULL, EXCEPTING ANY SUCH MATTERS ARISING SOLELY FROM THE
GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF CFC OR ANY INDEMNITEE INCLUDING
WITHOUT LIMITATION ANY DETERMINATION MADE OR OTHER ACTION TAKEN BY CFC
PURSUANT TO SECTIONS 3.04, 3.05 and 3.06 OF THIS AGREEMENT. NOTWITHSTANDING
ANYTHING TO THE CONTRARY CONTAINED IN SECTION 8.10 HEREOF, THE OBLIGATIONS
IMPOSED UPON THE BORROWER BY THIS SECTION SHALL SURVIVE THE REPAYMENT OF
THE NOTE, THE TERMINATION OF THIS AGREEMENT AND THE TERMINATION OR RELEASE
OF THE LIEN OF THE MORTGAGE.

Section 8.09 Complete Agreement. This Agreement, together With the schedules to this
Agreement, the Note and the other Loan Documents, and the other agreements and matters referred
to herein or by their terms referring hereto, is intended by the parties as a final expression of their
agreement and is intended as a complete statement of the terms and conditions of their agreement.
in the event of any conflict in the terms and provisions of this Agreement and any other Loan
Documents, the terms and provisions of this Agreement shall control.

CFC LOANAG
AZ014-A-9041-CB001 (JABLONJ )
117580-2



Section 8.10 Survival, Successors and Assigns. All covenants, agreements,
representations and warranties of the Borrower which are contained in this Agreement shall survive
the execution and delivery to CFC of the Loan Documents and the making of the Loan hereunder
and shall continue in full force and effect until all of the obligations under the Loan Documents have
been paid in full. All covenants, agreements, representations and warranties of the Borrower which
are contained in this Agreement shall inure to the benefit of the successors and assigns of CFC. The
Borrower shalt not have the right to assign its rights or obligations under this Agreement without the
prior written consent of CFC, except as provided in Section 5.02.A hereof.

Section 8.11 Use of Terms. The use of the singular herein shall also refer to the plural, and
vice Ve1'5a_

Section 8.12 Headings. The headings and sub-headings contained in this Agreement are
intended to be used for convenience only and do not constitute part of this Agreement.

Section 8.13 Severability. If any term, provision or condition, or any part thereof, of this
Agreement, the Note or the other Loan Documents shall for any reason be found or held invalid or
unenforceable by any governmental agency or court of competent jurisdiction, such invalidity or
unenforceability shall not affect the remainder of such term, provision or condition nor any other term,
provision or condition, and this Agreement, the Note and the other Loan Documents shall survive and
be construed as if such invalid or unenforceable term, provision or condition had not been contained
therein.

Section 8.14 Binding Effect. This Agreement shall become effective when it shall have
been executed by both the Borrower and CFC and thereafter shall be binding upon and inure to the
benefit of the Borrower and CFC and their respective successors and assigns.

Section 8.15 Counterparts. This Agreement may be executed in one or more counterparts,
each of which will be deemed an original and all of which together will constitute one and the same
document. Signature pages may be detached from the counterparts and attached to a single copy of
this Agreement to physically form one document.

Section 8.18 Disclosure. This Agreement and any other Loan Document may be shared
by CFC with such Persons as shall be required in order to facilitate the issuance of the CREBs,
including, but not limited to, its attorneys, underwriters and investors in the CREBs.

Section 8.17 Schedule 1. Schedule 1 attached hereto is an integral part of this Agreement.

CFC LOANAG
AZ014-A~9041~CB001 (JABLONJ)
117580-2



24
r

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed
as of the day and year first above written.

(SEAL)

SULPHUR SPRINGS VALLEY
ELECTRIC COOPERATIVE, INC.

<9 , \ 0By:

Title: 9:-¢ $£\é&VT

Attest:

CREDEN w. HUBEI9
CHIEF EXECUTIVE OFFICER

NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE CORPORATION

(SEAL)

By: / /
Assistant Secretary~Treasurer

MARIANNE L DUSOLD

Attest:
Qtarut secretary-Treasurer

CRAIG COLANTONI

CFC LOANAG
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1 LOAN NUMBER AMOUNT

AZ014-A.904 t -CBU01
I
I
I
I

$280;000800

SCHEDULE 1

The purpose of this loan is to finance (i) the reimbursement of the cost of the Project of the
Borrower, including any reasonable costs and expenses incurred by the Borrower in
connection with financing the Project, as described and permitted by the terms of the Project
Agreement and (ii) a portion of CFC's costs in issuing the CREBs as set forth in Section
8.02.A.

The Project of the Borrower being financed by the Loan (funded by proceeds of the CREBs)
constitutes the following clean renewable energy facilities:

McNeal Elementary District Photovoltaic Solar Automobile Parkinq Shade Structure

This project will place a photovoltaic module that will produce 23 kW of electricity in the shade
structure at the Mcneal Elementary School. The PV structure will provide electricity to the
school with excess power flowing to the Borrower's system.

Subject to the terms of this Agreement, CFC has agreed to loan to the Borrower from
proceeds of the CREBs, an amount not to exceed $280,000.00 (the "CFC Commitment").

Draw Period shall mean the period beginning on the Closing Date and ending on the date that
is five (5) years thereafter.

The Borrower shall not purchase the LCTCs or any portion thereof with funds from the Loan.
The Borrower shall use its own funds or funds borrowed under another credit facility to
purchase such LCTCs, subject to the CFC policies regarding LCTCs set forth in the following
paragraph.

CFC Policies Regarding LCTCs: (i) Any solvent Member of CFC with an outstanding LCTC
purchased in connection with a loan from the proceeds of Securities may borrow the
outstanding amount of the LCTC from CFC without a further credit review, for a term equal to
or shorter than the maturity of the LCTC at a rate equal to the comparable rate charged by
CFC for similarly classified loans, and(ii)any Member of CFC with an outstanding LCTC
purchased in connection with a loan from the proceeds of Securities may sell such LCTC to
another Member of CFC for consideration.

The Mortgage shall mean the Restated Mortgage and Security Agreement, dated as of
December 6, 2007, between the Bonnwer and CFC, as it may have been supplemented,
amended, consolidated. or restated from time to time .

The Note executed pursuant hereto is as follows:

8. The Subsidiaries of the Borrower referredto in Section 2.01 .B. are: None

The date of the Borrower's balance sheet referred to in Section 2.01.H is June 30. 2006.

10. The BolTower's exact legal name is: Sulphur Springs Valley Electric Cooperative, Inc.

CFC LOANAG
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13.

16.

12.

11.

15.

14.

The address for notices to the Borrower referred to in Section 8.01 is 311 East Wilcox,
Sierra Vista, Arizona 85635, Attention: General Manager, Fax: (520) 384-5223.

The Borrower's organizational type is: Corporation

The place of business or, if more than one, the chief executive office of the Borrower referred
to in Section 2.01.1 is 311 East Wilcox, Sierra Vista, Arizona 85635.

The Borrower's organizational identification number is: 0038220-2

The Borrower is organized under the laws of the state of: Arizona

The Governmental Authori ty referred to in
Commission

Section 2.01.J. is: Arizona Corporation

26
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Exhibit A - Funds Requisition Statement

Borrower Name & ID: Sulphur Springs Valley Electric Cooperative, Inc. (AZ014)
Loan Number: AZ014»A-9041 ~CB001
Loan Agreement and Project Agreement with CFC dated:
CREBs Series: 2008A
CFC CREBs Application #z 11
Name of Project: McNeal Elementary District Photovoltaic Solar Automobile Parking Shade Structure
Funds Requisition Statement No.:

Amount Requested:
Date Of Advance:

Disposition of Funds (wiring instructions):

Certification

Acting on behalf of the Borrower, I hereby certify that as of the date below: (1) I am duly
authorized to make this certification and to request funds on the terms specified herein,
(2) the Borrower has met all of the conditions contained in the Loan Agreement and the
Project Agreement listed above governing the terms of this Advance that the Borrower is
required to meet prior to an Advance of funds, (3) all of the representations and warranties
contained in said Loan Agreement and Project Agreement are true and will continue to be
true upon use of the funds as hereby requested, (4) no Event of Default, under the Loan
Agreement or the Borrower's Mortgage, has occurred and is continuing, (5) I know of no
other event that has occurred which, with the lapse of time and/or notification to CFC of such
event, or after giving effect to this Advance, would become an Event of Default under the
Loan Agreement or the Borrower's Mortgage, (6) the funds requested herein will be used
only as a reimbursement for the purposes specified in the Loan Agreement and the Project
Agreement, (7)the costs to be reimbursed by the funds requested herein are capital
expenditures and have not previously been reimbursed under a previous Funds Requisition
Statement, (8) the Borrower has secured sufficient funds to complete the Project; (9) any
necessary permits and approvals required for the Project at this point have been obtained,
(10) the Borrower is maintaining a file containing true and correct copies of invoices or bills
of sale covering all items for which payment is sought by this request; (11) such costs have
been incurred and paid by the Borrower in connection with the Project, (12) the Borrower is
not using the funds requested hereby to make any payments of principal or interest due
under the Loan Agreement; (13) no expenditure which is being reimbursed by the funds
requested hereby was paid more than eighteen months after the later of (i) the date the
expenditure is paid or (ii) the date the Project is placed in service, but in no event later than
three years after the date the original expenditure was paid; and (14) set forth below is a
table listing all of the major components of the Project, how much is being requested in this
Funds Requisition Statement as an advance for certain components, how much has been
advanced on each component to date, the percentage of each component that is completed

cc LOJMNAG
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Component

Amount
Expended to

Date by
Borrower

Amount
Advanced

to Date

Advance
Amount

Requested
Herein

Percentage
Complete

Total

1

1
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to date, and the purpose of the advance(s) being requested by this Funds Requisition
Statement.

I hereby authorize CFC, for and on behalf of the Borrower, to form/ard this Funds Requisition
Statement to the Trustee for disbursement of the Advance from the Project Account relating
to the above Loan to the Borrower on the following terms, and hereby acknowledge and
agree that such terms shall be binding upon Borrower under the provisions of the Loan
Agreement governing this Advance:

Certified By:

Signature Date Title of Authorized Officer

PLEASE FAX TO 703-709-6776 ATTN : , Associate Vice President

APPROVED:

NATIONAL RURAL UTILITIES COOPERATIVE FINANCE CORPORATION

By:
Title
Date:

CFC LOANAG
A2014-A-9041-CB001 (JABLONJ)
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The undersigned, , duly qualified officers of SULPHUR SPRINGS
VALLEY ELECTRIC COOPERATIVE, INC. (the "Borrower"), an Arizona corporation, hereby certify
as follows:

1. The following documents have been duly executed, and delivered or accepted in the
name and on behalf of the Borrower by the authorized officer or officers of the Borrower pursuant to,
and in full compliance with, authority granted by the Board of Trustees/Directors of the Borrower:

Project Agreement (the "Project
Agreement")

CFC LOANAG
AZ014-A.9041 -CB001 (JABLONJ )
117580-2

Loan Agreement (the
"Agreement")

2. Each of the representations and warranties of the Borrower in the Loan Agreement and
the Project Agreement are true andcorrect on and as of thedate hereof (the "Closing Date"),and the
Borrower has complied with all agreements and satisfied all conditions on its part to be observed or
satisfied thereunder at or prior to the Closing Date.

Note (the"Note")

In WITNESS WHEREOF, the undersigned have hereunto set their signatures this
, 2008.

DOCUMENT

BRING-DOWN CERTIFICATE
OF

BORROWER

DATE

EXHIBIT B

1

1

1

By
Title:

SULPHUR SPRINGS VALLEY ELECTRlC
COOPERATIVE, INC.

By
Title:

200

200_

200

National Rural Utilities Cooperative
Finance Corporation ("CFC")

OTHER PARTY OR PARTIES

day of



EXHIBIT c

COMPLETION CERTIFICATE

OF

BORROWER

Pursuant to the Loan Agreement dated as of by and between SULPHUR
SPRINGS VALLEY ELECTRIC COOPERATIVE, INC. (the "Borrower") and National Rural Utilities
Cooperative Finance Corporation ("CFC") relating to CFC Loan Number AZ014-A~9041-CB001 (the
Loan Agreement"), the undersigned duly qualified officer of the
Borrower, hereby certifies as follows

(i) On [date of completion] all portions of the Project (as defined in the Loan
Agreement) have been fully completed substantially in accordance with any plans and
specifications therefore, as then amended, and

(ii) Amount advanced on the Loan (as defined in the Loan Agreement) and the
use of the property financed, refinanced or reimbursed therefrom will not cause any of the
representations or certifications contained in the Project Agreement (as defined in the Loan
Agreement) to be untrue or result in a violation of any covenant in the Project Agreement.

In WITNESS WHEREOF, the undersigned have hereunto set his/her signature this
1 20 v

day of

SULPHUR SPRINGS VALLEY ELECTRIC
COOPERATIVE, INC.

By
Title:

CFC LOANAG
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EXHIBIT D
P

TERMINATION CERTIFICATE
OF

BORROWER

P u r s u a n t  t o  t h e  L o a n  A g r e e m e n t  d a t e d  a s  o f b y  a n d  b e t w e e n  S U L P H U R
SPR I N G S VALLEY ELEC TR I C  C O O PER ATI VE ,  I N C .  ( t he  "Bo r row er " )  and  N a t i ona l  R u ra l  U t i l i t i es
Coopera t i ve  F inance Corpora t i on  ( "CFC")  re l a t i ng  t o  CFC Loan Number  AZ014-A-9041-CB001 ( t he
" L o a n  A g r e e m e n t " ) ,  t h e  u n d e r s i g n e d , ,  d u l y  q u a l i f i e d  o f f i c e r  o f  t h e
Borrower,  hereby cert i f ies as fol lows:

( i ) a l l  po r t i ons  o f  t he  P ro j ec t  (as  de f i ned  i n  t he  Loan Agreement )  have  no t  been
ful ly completed substant ia l ly in accordance wi th any plans and speci f icat ions therefor,  as then
am ended ,

(i i ) no further acquis i t ion,  const ruct ion or insta l lat ion wi l l  occur wi th respect  to the
Project  (as def ined in the Loan Agreement ),  and

(i i i ) t he  Bor rower  does  no t  i n t end  t o  reques t  any  f u r t he r  Advances  (as  de f i ned  i n
the Loan Agreement )  on the Loan (as def ined in  the Loan Agreement ) .

IN WITNESS WHEREOF, the undersigned have hereunto set  his/her signature this
,  20 .

day  o f

S U L P H U R  S P R I N G S  V A L L E Y  E L E C T R I C
C O O P E R A TI V E ,  I N C .

B y
Ti t le:

CFC LOANAG
A2014-A-9041-CB001 (JABLONJ )
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SECURED PROMISSORY NOTE

$560,000.00 dated as of /2* 9//07

THOUSAND'AND 00/100 DOLLARS ($560,000.00) or such lesser

1

SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC., an Arizona corporation
(the "Borrower"), for value received, hereby promises to pay, without setoff , deduction,
recoupment or counterclaim, to the order of NATIONAL RURAL UTILITIES COOPERATIVE
FINANCE CORPORATION (the "Payee"), at its office in Hemdon, \/Virginia oNce or such other
location at its office in Hemdon, Virginia or such other location as the Payee may designate to
the Borrower in lawful money of the United States, the principal sum of FIVE HUNDRED SIXTY

, sum of the aggregate
unpaid principal amount of all advances made by the Payee pursuant to that certain Loan
Agreement dated as of even date herewith between the Borrower and the Payee, as it may be
amended from time to time (herein called the "Loan Agreement"), and to pay interest on all
amounts remaining unpaid hereunder from the date of each advance in like money, at said
office, at the rate and in amounts and payable on the dates provided in the Loan Agreement
together with any other amount payable under the Loan Agreement. If not sooner paid, any
balance of the principal amount and interest accrued thereon shall be due and payable on the
Maturity Date.

This Note is secured under a Restated Mortgage and Security Agreement, dated of
December 6, 2007 between the BolTower and the Payee, as it may have been or shall be
supplemented, amended, consolidated or restated from time to time ("Mortgage"). This Note is
one of the Notes referred to in, and has been executed and delivered pursuant to, the Loan
Agreement.

The principal hereof and interest accrued thereon and any other amount due under the
Loan Agreement may be declared to be forthwith due and payable in the manner, upon the
conditions, and with the effect provided in the Mortgage or the Loan Agreement.

The Borrower waives demand, presentment for payment, notice of dishonor, protest,
notice of protest, and notice of non-payment of this Note.

IN WITNESS WHEREOF the Borrower has caused this Note to be signed in its corporate
name and its corporate seal to be hereunto affixed and to be attested by its duly authorized
officers, all as of the day and year first above written.

SULPHUR SPRINGS VALLEY
ELECTRIC COOPERATIVE, INC.

(SEAL) 63 M \By:

Title: P1~e5l¢ AS J '

Attest:
Scum-,tal y CPIEDEN w. HUBER

CHIEF EXECUTIVE OFFICER

Loan No. AZ014-A-9042-CB001

CFC NOTE
Az014-A-9042-CB001 (JABLONJ)
116034-2



PROJECT AGREEMENT

SULPHUR SPRINGS VALLEYELECTRIC COOPERATIVE, INC. (THE "BORROWER")

/}/ c

The undersigned is a duly qualified officer of the Borrower named above and, as such
officer, isfamiliar with (i) the properties, affairs and records of the Borrower, (ii) the issuance of
the Securities (as hereinafter defined) and the use of the proceeds thereof as it relates to the
Borrower and (iii) the Project, as hereinafter defined

In connection with the issuance of the Clean Renewable Energy Bonds (Cooperative
Renewable Energy Projects) Series 2008A (the "Securities "), being issued by theNational Rural
Utilities Cooperative Finance Corporation (the "Issuer"), the undersigned hereby certifies and
covenants regarding the use of the proceeds of the Securities advanced to the Borrower, as

1.1 This Project Agreement is made pursuant to Section 54 of the Internal Revenue
Code of  1986, as amended (the "Code"), and any United States Treasury
regulations and other guidance thereunder to make the certifications required by
Section 54 of the Code and any United Stares Treasury regulations and other
guidance thereunder and to establish the reasonable expectations of the Borrower
with respect to the amount and use of amounts to be advanced to the Borrower
pursuant to the Loan Agreement dated as of even date herewith between the
Issuer and the Borrower (the "Loan Agreement"). Capitalized terms used herein
are defined where they 'first appear or are defined in Exhibit A attached hereto

1.2 This Project Agreement is based on facts and estimates in existence on the date
hereof and the continued veracity of these facts and estimates as of the date that
the Securities are issued (the "Closing") will be confirmed by the Borrower on
the date of Closing, and on the basis of such facts and estimates, the Borrower
expects that the events described herein will occur. To the best  of  the
undersigned's knowledge, information, and belief, the expectations contained in
this Project Agreement are reasonable

1.3 The Borrower is a Qualified Borrower, as defined in Exhibit A, and is responsible
for the acquiringlconstructing/equipping of the Project (defined below). The
undersigned has reviewed this Project Agreement, as well as the provisions of
Section 54 of the Code and any United States Treasury regulations and other
guidance thereunder, with its own legal counsel and understands and is familiar
with this Project Agreement and the provisions of Section 54 and any United
States Treasury regulations and other guidance thereunder. The Borrower will

Az014-A-9042-CB001 (JABLONJ )
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comply in all respects with the provisions of Section 54 and any United States
Treasury regulations and other guidance thereunder.

1.4 The Borrower agrees to keep and retain or cause to be kept and retained sufficient
records to demonstrate compliance with the covenants in this Project Agreement.
Such records shall include, but are not limited to, basic records relating to the
issuance of the Securities (including this Project Agreement and the inducement
resolution as described in Section 3.3 hereof), documentation evidencing the
expenditure of  amounts advanced to the Borrower pursuant to the Loan
Agreement; documentation evidencing the use of property financed with amounts
advanced to the Borrower pursuant to the Loan Agreement; and documentation
evidencing all sources of payment or security maintained by the Borrower for
amounts advanced to the Borrower pursuant to the Loan Agreement. Such
records shall be kept until the date three (3) years Adm the CREB Maturity Date.

1.5 Neither the Borrower nor any Related Person (as defined in Exhibit A) to the
Borrower will purchase any Securities.

Qua1i5ed Project.

2.1 The Loan Agreement requires the amounts advanced thereunder to be used for
facilities to be owned by the Borrower, described in more detail in Section 2.2
hereof and in ExhibitB attached hereto as the "Updated Description of the
Project" (the "Project "). The Project was originally described in an exhibit to the
Application for National Clean Renewable Energy Bond Limitation submitted to
the Internal Revenue Service by the Issuer in support of the national clean
renewable energy bond allocation received by the Issuer, which "Original
Description of the Project" is attached hereto as Exhibit C.

2.2 The Project is a Solar Energy Facility (the "Qualyying Facility"), as defined in
Exhibit A and property functionally related and subordinate thereto, as fixrther
described in Exhibit B, attached hereto.

3. Clean Renewable Enerav Bonds Qualification.

3.1 At least 95 percent of the proceeds advanced to the Borrower pursuant to the Loan
Agreement will be used by the Borrower for capital expenditures with respect to
the Project. None of the proceeds of the Loan (as defined in the Loan Agreement)
will be paid to the Issuer, the Borrower or any Related Person to the Issuer or the
Borrower, except for amounts paid to the Borrower to reimburse the Borrower for
actual and direct expenditures relating to the Project paid by the Borrower to
persons other than the Issuer, theBorrower or any Related Person to the Issuer or
the Borrower.

3.2 The Borrower has incurred or will, within six months of the Closing Date, incur a
substantial binding obligation (not subject to contingencies within the control of
the Issuer, the Borrower or any Related Person to either of them) to a third party

CFC DOC
Az014-A-9042-CB001 (JABLONJ)
117513~1

2.



»» * "

s

to expend at least ten percent of the Loan Amount (i.e. the total amount to be
advanced to the Borrower pursuant to the Loan Agreement). It is expected that
the work of acquiring/constructing/equipping the Project and the expenditure of
the Loan Amount will proceed with due diligence through May 26, 2008, at
which time it is anticipated that the Loan Amount will have been spent in its
entirety. The Borrower acknowledges that, to the extent that less than 95 percent
of the Loan Amount is expended by a date five years Hom the date of issuance of
the Securities, the Borrower will be required to prepay its Loan in an amount, and
the Issuer will redeem Securities at the end of such five-year period in an amount,
necessary to maintain the tax credit with respect to the Securities, unless
otherwise permitted by Section 6.5 hereof

It is expected that all amounts advanced to the Borrower under the Loan
Agreement will be spent to pay costs of the Project in accordance with the
estimated periodic drawdown schedule contained in Exhibit D, attached hereto.
The assumptions set forth in this Section 3.2 and on Exhibit D, attached hereto,
represent the Borrower's best estimate, as of this date, of the periodic drawdown
schedule of the Loan Amount.

3.3 The Borrower may use amounts advanced to the Borrower under the Loan
Agreement to reimburse itself for expenditures paid prior to the date of issuance
of the Sectuities. The Borrower shall reimburse itself for expenditures paid prior
to the date of issuance of the Securities only if such expenditure was paid after the
Borrower adopted an inducement resolution, and the expenditure is described in
such inducement resolution.

The Borrower shall use proceeds of the Loan to reimburse itself for
expenditures paid prior to the date the Securities were issued only if such
reimbursement is made within eighteen months after the later of (i) the date
the expenditure is paid or (ii) the date the Project is placed in service, but in
no event later than three years after the date the original expenditure was
paid.

Except for any reimbursement allowed under this Section 3.3, no portion of the
proceeds advanced to the Borrower will be used to pay for expenditures relating
to acquiring existing facilities (as contrasted with costs of enhancements, repair or
rehabilitation of existing facilities).

3.4 Neither the Project nor any portion thereof has been, is expected to be, or will be
sold or otherwise disposed of, in whole or in part, prior to the last maturity date of
the Securities.

3.5 The Borrower has entered into the Loan Agreement of even date hereof under
which it is committed to borrow $560,000 from the Issuer of the Securities and
the Borrower reasonably expects to borrow and expend the full amount of such
commitment.

CFC DOC
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3.6 At least 75% of the Loan Amount is expected to be used for Construction
Purposes.

3.7 The Borrower will not use proceeds of the Loan (i) to pre-pay for goods or
seMces to be received over a period of years prior to the date such goods or
services are to be received, or (ii) to pay for or otherwise acquire goods or
services from anAffiliated Person, as defined inExhibit A.

3.8 The Borrower shall at all times be a Qualified Borrower.

4. Remedial Action.

4.1 The Borrower agrees to operate the Project as a Qualifying Facility.

The Borrower acknowledges that if property financed with proceeds of the
Securities advanced to the Borrower is operated in a manner other than as a
Qualifying Facility such operation may constitute a "deliberate action" that may
require remedial actions to prevent the tax credit being produced by the Securities
Hom being disallowed.

The Borrower shall promptly contact the Issuer as provided in Section 6.3 hereof
if it considers operating property financed with proceeds of the Loan other than as
a Qualifying Facility.

4.2 The Borrower acknowledges that if property financed with proceeds of the Loan
is sold or otherwise disposed of in a manner contrary to the provisions of
Section 3.4 hereof; such sale or disposition may constitute a "deliberate action"
that may require remedial actions to prevent the tax credit being produced by the
Securities &om being disallowed. If the Borrower considers the sale or other
disposition of property financed with proceeds of the Loan, it shall promptly
contact the Issuer, in the manner set forth in Section 6.3 hereof

5. Funds and Accounts. Investments.

5. 1 After the issuance of the Securities, neither the Borrower nor any Related Person
to the Borrower has or will have any property, including cash, securities or any
other property held as a passive vehicle for the production of income or for
investment purposes, that constitutes:

(i) amounts that have a sufficiently direct nexus to the Securities or to
the governmental purpose of the Securities to conclude that the amounts would
have been used for that governmental purpose if the Securities were not used or to
be used for that governmental purpose (the mere availability or preliminary
earmarking of such amounts for a governmental purpose, however, does not itself
establish such a sufficient nexus),
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(ii) amounts in a debt service fund, redemption fund, reserve fund,
replacement fund or any similar fund to the extent reasonably expected to be used
directly or indirectly to pay principal of or interest on the Securities or any
amounts for which there is provided, directly or indirectly, a reasonable assurance
that the amount will be available to pay principal of or interest on the Securities or
any credit enhancement or liquidity device with respect to the Securities, even if
the Issuer, the Borrower or any Related Person to either of them encounter
financial difficulties; or

(iii) any amountsheldpursuant to any agreement (such as an agreement
to maintain certain levels of types of assets) made for the benefit of the holders of
the Securities or any credit enhancement provider, including any liquidity device
or negative pledge (e.g., any amount pledged to pay principal of or interest on an
issue held under an agreement to maintain the amount at a particular level for the
direct or indirect benefit of holders of the Securities or a guarantor of the
Securities).

No compensating balance, liquidity account, negative pledge of property held for
investment purposes required to be maintained at least at a particular level or
similar arrangement exists with respect to, in any way, the Securities or any credit
enhancement or liquidity device related to the Securities.

5.2 During the acquiring/constnlcting/equipping of the Project, the Borrower will
only draw down amounts firm the Issuer for capital expenditures already paid by
the Borrower.

5.3 Neither the Borrower nor any Related Person to the Borrower will enter into any
hedge (e.g., an interest rate swap, interest rate cap, futures contract, forward
contract or an option) with respect to the Loan or the Securities.

5.4 All property subject to the Mortgage is and will be used by the Borrower in the
conduct of its trade or business. The Borrower reasonably expects to repay the
Loan from current operating revenues. The Mortgage does not require that cash,
securities, obligations, annuity contracts or other property held principally as a
passive vehicle for the production of income be maintained, individually or
collectively, at any particular level.

6. Miscellaneous.

6.1 This Project Agreement shall be governed by and construed in accordance with
the laws of the Commonwealth of Virginia.

6.2 Prior to the date 15 days before the Securities were sold, neither the Borrower nor
any Related Person to the Borrower has sold or delivered any obligations that are
reasonably expected to be paid out of substantially the same source of funds as the
Securities. Neither the Borrower nor any Related Person to the Borrower will sell
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or deliver within 15 days after the date hereof any obligations that are reasonably
expected to be paid out of substantially the same source of funds as the Securities.

6.3 All notices provided for herein shall be given or made in writing (including,
without limitation, by telecopy) and delivered to the Issuer at the "Address for
Notices" specified below. All such communications shall be deemed to have
been duly given (i) when personally delivered including, without limitation, by
overnight mail or courier service, (ii) in the case of notice by United States mail,
certified or registered, postage prepaid, ream receipt requested, upon receipt
thereof, or (iii) in the case of notice by telecopy, upon transmission thereof,
provided such transmission is promptly confirmed by either of the methods set
forth in clauses (i) or (ii) above in each case given or addressed as provided for
herein. The Address for Notices of the Issuer is as follows:

National Rural Utilities Cooperative Finance Corporation
2201 Cooperative Way
Herndon, Virginia 20171-3025
Attention: Senior Vice President - Member Services
Fax #703-709-6776

6.4 The Borrower represents that it has not been contacted by the Internal Revenue
Serv ice or any issuer of bonds, the proceeds of which were loaned to the
Borrower regarding any examination of any tax exempt bonds issued for the
benefit of the Borrower. To the best of the knowledge of the Borrower, no such
obligations of the Borrower are currently under examination by the Internal
Revenue Service.

6.5 Any restriction or covenant contained herein need not be observed or may be
changed if such nonobservance or change will not result in the loss of any tax
credit under Section 54 of the Code for the purpose of federal income taxation to
which the Securities is otherwise entitled and the Borrower receives an opinion of
Bond Counsel to such effect and the Issuer agrees to such nonobservance or
change.

6.6 If any clause, provision or section of this Project Agreement is ruled invalid by
any court of competent jurisdiction, the invalidity of such clause, provision or
section shall not affect any of the remaining clauses, sections or provisions hereof

6.7 The terms, provisions, covenants and conditions of this Project Agreement shall
bind and inure to the benefit of the respective successors and assigns of the Issuer
and the Borrower.

6.8 This Project Agreement shall terminate on the date three (3) years after the CREB
Maturity Date.
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The undersigned acknowledge that this Project Agreement is given as a basis for an
opinion of the law firm of Chapman and Cutler LLP, Chicago, Illinois, and such firm is hereby
authorized to rely on this Project Agreement.

DATED as of the day and year Erst above written.

SULPHUR SPRMGS VALLEY ELECTRIC
COOPERATIVE, INC.

\

Title F»-z&¢~T
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D.

EXHMIT A

DEFINITIONS

"Affiliated Person " means any Person that (a) at any time during the six months prior to
the Closing Date, (i) has more than five percent of the voting power of the governing body of the
Issuer or the Borrower in the aggregate vested in its directors, officers, owners, and employees or
(ii) has more than five percent of the voting power of its governing body in the aggregate vested
in directors, officers, board members, owners, members or employees of the Issuer or the
Borrower or (b) during the one-year period beginning six months prior to the Closing Date, (i)
the composition of the governing body of which is modified or established to reflect (directly or
indirectly) representation of the interests of the Issuer or the Borrower (or for which an
agreement, understanding, or arrangement relating to such a modification or establishment
during that one-year period) or (ii) the composition of the governing body of the Issuer or the
Borrower is modified or established to reflect (directly or indirectly) representation of the
interests of such Person (or for which an agreement, understanding, or arrangement relating to
such a modification or establishment during that one-year period).

"Bond Counsel" means Chapman and Cutler LLP or any other nationally recognized
firm of attorneys experienced in the field of municipal obligations whose opinions are generally
accepted by purchasers of municipal obligations .

"Closing Date " means the date the Issuer issues the Securities.

"Code " means the Internal Revenue Code of 1986, as amended.

"Constructed Personal Property" means tangible personal property (or, if acquired
pursuant to a single acquisition contract, properties) or Specially Developed Computer Software
if(i) a substantial portion of the property or properties is completed more than six (6) months
alter the earlier of the date construction or rehabilitation commenced and the date the Borrower
entered into an acquisition contract, (ii) based on the reasonable expectations of the Borrower, if
any, or representations of the person constructing the property, with the exercise of due
diligence, completion of construction or rehabilitation (and delivery to the issuer) could not have
occurred within that six-month period; and (iii) if the Borrower itself builds or rehabilitates the
property, not more than 75 percent of the capitalizable cost is attributable to property acquired by
the Borrower (e.g., components, raw materials, and other supplies).

"Construction Purposes " means capital expenditures that are allocable to the cost of Real
Property or Constructed Personal Property. Except as provided in the next succeeding sentence,
construction expenditures do not include expenditures for acquisitions of interests in land or
other existing real property. Expenditures are not for the acquisition of an interest in existing
real property other than land if the contract between the seller and the Borrower requires the
seller to build or install the property (e.g., a turkey contract), but only to the extent that the
property has not been built or installed at the time the parties enter into the contract.
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"Control" means the possession, directly or indirectly through others, of either of the
following discretionary and non-ministerial rights or Powers over another entity (i) to approve
and to remove without cause a controlling portion of the governing body of a Controlled Entity,
or (ii) to require the use of funds or assets of a Controlled Entity for any purpose.

"Controlled Entity" means any entity or one of a group of entities that is subject to
Control by a Controlling Entity or group of Controlling Entities.

"Controlled Group " means a group of entities directly or indirectly subject toControl by
the same entity or group of entities, including the entity that has the Control of the other entities.

"Controlling Entity " means any entity or one of a group ofentities directly or indirectly
having Control of any entities or group of entities.

1

"CREB Maturity Date " shall havethe meaning ascribed to it in the LoanAgreement.
r

"Governmental Body" means any State, territory, possession of the United States, the
District of Columbia, Indian tribal government, and any political subdivision thereof.

'Mortgage " means the mortgage and security agreementapplicable to substantially all of
the property of the Borrower. r

"Qual0'ied Borrower" means (i) a mutual or cooperative electric company described in
Sections 501(c)(12) or 1381(a)(2)(C) of the Code, or (ii) a Governmental Body (as defined
above).

"Real Property" means land and improvements to land, such as buildings or other
inherently permanent structures, including interests in real property. For example, real property
includes wiring in a building, plumbing systems, central heating or air-conditfoning systems,
pipes or ducts, elevators, escalators installed in a building, paved parking areas,roads, wharves
and docks, bridges, and sewage lines.

"Related Person " means any member of the same ControlledGroup as the Issuer or the
Borrower and any person related to the Issuer or a Borrower within the meaning of
Section 144(a)(3) of the Code.

"Solar Energy Facility " means a facility using solar energy to produceelectricity.

"Specially Developed Computer Software" means any programs or routines used to
cause a computer to perform a desired task or set of tasks, and the documentation required to
describe and maintain those programs, provided that the sotiware is specially developed and is
functionally related and subordinate to real property or other constructed personal property.

"Tangible Personal Property" means any tangible property other than real properly,
including interests in tangible personal property. For example, tangible personal property
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includes machinery that is not a structural component of a building, subway cars, fire trucks,
automobiles, office equipment, testing equipment, and furnishings.

I
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EXHIBIT B

UPDATED DESCRIPTION OF THE PROJECT

C F C  A pp l i ca t i on
Bond Proceeds Needed for Project
Bond Al locat ion Requested and Received:

N o .  12  S u l f u r  S p r i ngs  V a l l ey  E C ,  I nc

$560,000
$560,000

Name of  Pro jec t Palominas E lementary School  D ist r i c t  Photovol ta ic  Solar
Automobi le Park ing Shade St ructure

Pro ject Addresses

Coronado Elementary School
5148 Coronado School  Dr i ve
Sierra V is ta .  AZ 85650
Phone  (520)366-6204

Va l l ey  V i ew  E l em ent a ry  Schoo l
6849 East  H ighway 92
H ere f o rd .  A Z  8561
P hone  (520 )378 -5508

County Cochise C o u n t y

Individual Name to Contact
Company Name
Street  Address
Ci ty,  State,  Z ip
Te lephone Number

Jack B la i r
Sulphur Springs Val ley E lect r i c  Cooperat ive,  Inc
311  E .  W i l cox  D r i ve
Sierra  V is ta .  AZ 85635
(520)  515-3470
(520)  458-3467

Updated Detai led Descript ion of  the Project

A cant i levered shade st ructure at  a school  on the top of  which wi l l  be const ructed a 23kW solar
pho t ovo l t a i c  sys t em  t o  supp l y  pow er  t o  t he  schoo l .  Excess  pow er  w i l l  f l ow  on  t o  t he  SSVEC
system
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EXHiBrT C

QRIGINAL DESCRIPTION OF THE PROJECT

[COPY or EXH1B1T A To ISSUER APPLICATIQN To THE IRS]
CLEAN RENEWABLE ENERGY BONDS APPLICATION

Exmnrr A

SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC.

PALo1vlrnAs ELEMENTARY School, DISTRICT PHoTovoLTAic SOLAR SHADE STRUCrURE

This project will place photovoltaic modules costing $280,000 each, that will produce 23 kW of
electricity in the automobile parking shade structures in two Palominas Elementary School
District school parldng lots, as noted in item 9 of the application. The PV structure will provide
electricity to the respective school at no charge. There will also be a cable connection to a
computer in the library of each school to show students how the system is working.

This project is the identical project that Navopache Electric Cooperative in Arizona built in 2001
that continues to function with no issues/problems.

SSVEC will operate and maintain the structure. Any excess power produced will flow back to
the SSVEC grid.

The PV structures at the schools will significantly reduce their electric bills, which have been
disproportionately large due to the per meter monthly surcharges mandated by the Environmental
Portfolio Program (EPP), and approved by the Arizona Corporation Commission. All customers
pay the EPP fees to SSVEC, which uses them to fund renewable energy projects. Since each
school has many meters, they pay the EPP a disproportionately large amount of dollars. The
benefit of reduced electric bills will offset their payments into the Md.

The RFP issued by Sulfur Springs Valley Electdc Cooperative follows.
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SULPHUR SPRINGS VALLEY ELECTRICCOOPERATIVE. INC

A TOUCHSTONE ENERGY® COOPERATIVE

For THE ELECTRIC COOPERATIVES IN THE STATE or AR1ZONA

REQUEST

PROPOSAL

A PuoTovoLTA1c SYSTEM
USED FOR

SHADE STRUCTURES

PUBLIC BUILDINGS

Issusn: AUGUST 1. 2005

Narrative: The Electric Cooperatives in Arizona (Duncan Valley EC, Graham County
EC, Mohave EC, Navopache EC, Sulphur Springs Valley EC, Trico EC and Arizona Electric
Power Cooperative, Inc.) request a proposal for a modular designed system to supply a 10 kW to
30 kW Photovoltaic (PV) system. System size is relative to the space available for the PV panels
on each site. System may consist of multiple free standing modules interconnected to meet the 10
to 30 kW size requirement. Modules to be used as free standing carports or free standing covers
for walkways to provide shade. These systems are to be used at public buildings to increase the
awareness of PV systems and operations and systems will be sized based on the available space
Base pricing for 10, 15, 20, 25, and 30 kW systems are requested (systems may be rounded to the
nearest kw increment). The interconnection cost from the PV system to nearest distribution
panel will be on a case by case basis due to the variation in sites. This RFP is not all inclusive
and contractor may include other specifications or requirements they feel are necessary for a
successful venture

This RFP is released on August 1, 2005 and response must be in a written proposal by
October 1, 2005. For questions or clarification of details please contact Albeit Gomez (520-515
3473) or David Bane (520-515-3472)

SCOPE OF WORK Lu THE CONTRACTOR WILL BE RESPONSIBLE FOR THE FOLLOWING

Structural design of the supporting PV structures (carport and walkway)
One line circuit diagrams for approval by local Cooperative's engineering department
Complete wiring diagrams (to be included in owner manual)
Isolation transformers as needed to meet the NEC
Purchase and installation of all components
Systems test period of 4-6 weeks prior to transfer of title of equipment to site owner
Any required Permits (Cooperative will reimburse actual cost of pennies)
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Meter socket on the A/C output of the inverter(s)
Interconnection with Customers electric service
Fencing around inverters and other equipment as required for security and public safety
Project to meet or exceed SunWatts standards
Basic training for site owner / site operator
Operators Manual

THE COOPERATIVEWILL PROVIDE THE FOLLOWING:

Meter to measure AC output from PV system to owners electric panel
Written permission from site owner to build the PV Module
Act as the point of contact with the installation Contractor on behalf of die site owner

STRUCTURAL DESIGN REQUIREMENTS :

The basic structure is to support the PV cells but must be able to work as a carport with
all the required clearances. Support should be in a cantilever style to allow easy parking, spacing
on vertical supports should be in multiples of 10 feet to be able to match typical parldng lot
spacing, height should allow the parking of full size passenger vans, and structure does not have
to be water proof (providing shade to vehicles is secondary to the production of energy). Sample
profile (to show intent not required design) is on page 4. Ideal structure would have the ability to
support PV panels that would be effective if the long side of the structure is in a North-South as
well as East-West orientation.

PV DES1GN REQUIREMENTS :

C

•

PV panels shall have warranty for a minimum of 15 years to cover rated output (out put
degradation not to exceed 20% over life of panel)
All .system components will be UL certified
System will include isolation transformers per section250-30 of the NEC
Polyphase inverter with voltage to match customer's system
Inverter to match capacity ofproject
15 year manufacturers warranty on Inverter (contractor may use an extended warranty

insurance policy to meet 15 year requirement)
Contractor will warranty repair labor at 100% for first 5 years, 66% of labor for second 5

years, and 33% of labor for remaining 5 years, (limited to warranty repairs)
Interconnection costs from site of PV system to nearest practical distribution panel will be

on a case by case basis, (site selection process will keep this as short as possible)

SUNWATTS REQUIREMENTS :

One-line drawings subject to approval by local Cooperative's engineering department
Units to operate in parallel with grid
Includes protection for out of frequency problems
Low harmonics
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Exnnalr D

MONTHLY DRAWDOWN SCHEDULE OF AMOUNTS TO BE ADVANCED TO THE

BORROWER PURSUANT To THE LOAN AGREEMENT

DATE on WHICH PROCEEDS ARE
EXPECTED To BE EXPENDED

AMOUNTS OF PROCEEDS TO BE

EXPENDED

May 19, 2008

May 26, 2008

$280.000

$280.000
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SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC.

To

NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE CORPORATION

Issuer

LOAN AGREEMENT

Dated as of /ll , 200

Clean Renewable Energy Bonds
(Cooperative Renewable Energy Projects) Series 2008A

of National Rural Utilities Cooperative Finance Corporation
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LOAN AGREEMENT

LOAN AGREEMENT (this "Agreement") dated as of ,
between SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC. ("Borrower"), a
corporation organized and existing under the laws of the State of Arizona and NATIONAL RURAL
UTILITIES COOPERATIVE FINANCE CORPORATION ("CFC"), a cooperative association
organized and existing under the laws of the District of Columbia.

RECITALS

WHEREAS, the Borrower has applied to CFC for a loan for the purposes set forth in
Schedule 1 hereto, and CFC is willing to make such a loan to the Borrower on the terms and
conditions stated herein, and

WHEREAS, the Borrower has agreed to execute a promissory note to evidence an
indebtedness in the aggregate principal amount of the CFC Commitment (as hereinafter defined).

NOW, THEREFORE, for and in consideration of the premises and the mutual covenants
hereinafter contained, the parties hereto agree and bind themselves as follows:

ARTICLE I

DEFINITIONS

Section 1.01 For purposes of this Agreement, the following capitalized terms shall have the
following meanings (such definitions to be equally applicable to the singular and the plural form
thereof). Capitalized terms that are not defined herein shall have the meanings as set forth in the
Mortgage,

"Accounting Requirements" shall mean any system of accounts prescribed by a federal
regulatory authority having jurisdiction over the Borrower or, in the absence thereof, the requirements
of GAAP applicable to businesses similar to that of the Borrower.

"Advance" shall mean each advance of funds by CFC to the Borrower pursuant to the terms
and conditions of this Agreement, including the Initial Advance and the Primary Advance.

"Authorized Officer of the Borrower" means the Chairman, General Manager or Chief
Financial Officer of the Borrower or any other person authorized by the Board of the Borrower so to
act or any other person performing a function similar to the function performed by any such officer or
authorized person.

"Average DSC Ratio"shall mean the average of the Borrower's two highest annual DSC
Ratios during the most recent three calendar years.

"Bond Counsel" means an attorney at law or a firm of attorneys (designated by CFC and
acceptable to the Trustee) of nationally recognized standing in matters pertaining to the tax-exempt
nature of interest or tax credits on bonds issued by states and their political subdivisions, duly
admitted to the practice of law before the highest cold of any state of the United States of America.
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"Depreciation and Amortization Expense" shall mean an amount constituting the
depreciation and amortization of the Borrower computed pursuant to Accounting Requirements.

"Determination of Tax Credit Ineligibility" shall mean a determination that a particular
series of Securities does not qualify for a tax credit for the owner thereof under Section 54 of the
Code, which determination shall be deemed to have been made upon the occurrence of the first to
occur of the following:

"Default Rate" shall mean a rate per annum equal to one hundred and fifty basis points
(150/100 of 1%).

"Debt Service Coverage ("DSC") Ratio"shall mean the ratio determined as follows: for any
calendar year add (i) Operating Margins, (ii) Non-Operating Margins--interest, (iii) interest Expense,
(iv) Depreciation and Amortization Expense, and (v) cash received in respect of generation and
transmission and other capital credits, and divide the sum so obtained by the sum of all payments of
Principal and interest Expense required to be made during such calendar year, provided, however,
that in the event that any amount of Long-Term Debt has been refinanced during such year, the
payments of Principal and interest Expense required to be made during such year on account of
such refinanced amount of Long-Term Debt shall be based (in lieu of actual payments required to be
made on such refinanced amount of Long-Term Debt) upon the larger of (i) an annualization of the
payments required to be made with respect to the refinancing debt during the portion of such year
such refinancing debt is outstanding or (ii) the payment of Principal and Interest Expense required to
be made during the following year on account of such refinancing debt.

"CREB Maturity Date" shall mean the maturity date of the CREBs, which shall be the
December 15th prior to the Maximum CREB Term Anniversary Date.

"CREBs" shall mean the series of Securities issued by CFC to provide financing for the
Project.

"Completion Certificate" shall mean the certificate of the Borrower required by
Section 5.01 .P of this Agreement, substantially in the form of Exhibit C hereto.

"CFC CREB Rate" shall mean the interest rate charged by CFC for loans made by CFC from
proceeds of the CREBs which rate shall not exceed one hundred and fifty basis points (150/100 of
1%) per annum.

"Business Day"shall mean any day that both CFC and the depository institution CFC
utilizes for funds transfers hereunder are open for business.

(a) the date on which CFC determines that there is a significant likelihood that a
particular series of Securities may not qualify for a tax credit, if such determination is
supported by a written opinion of Bond Counsel to that effect, or

"Code"shall mean the Internal Revenue Code of 1986, as supplemented and amended.

"Closing Date"shall mean thedateCFC issues the CREBs,

"CFC Commitment"shall have the meaning as defined in Schedule 1.
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(b) the date on which CFC shall receive notice in writing that the Trustee has been
advised by the owner of any Security that a particular series of Securities does not qualify for
a tax credit for the owner thereof, based upon a final determination made either by: (A) the
Internal Revenue Service in a published or private ruling or technical advice memorandum or
(B) any court of competent jurisdiction in the United States of America, as a result of a failure
by CFC or any borrower to observe any agreement or representation in the Tax Compliance
Agreement or a Loan Agreement or Project Agreement relating to the proceeds of the
Securities. Any such determination will not be considered final for this purpose unless the
Owner of the Securities involved in the proceeding or action resulting in the determination (i)
gives CFC and the Trustee prompt written notice of the commencement thereof and (ii) it
CFC agrees to pay all expenses in connection therewith and to indemnify such Owner of the
Securities against all liabilities in connection therewith, offers CFC an opportunity to contest
the determination, either directly or in the name of the Owner of the Securities, and until
conclusion of any review, if sought.

"Distributions" shall mean, with respect to the Borrower, any dividend, patronage refund,
patronage capital retirement or cash distribution to its members, or consumers (including but not
limited to any general cancellation or abatement of charges for electric energy or services furnished
by the Borrower). The term "Distribution" shall not include (a) a distribution by the Borrower to the
estate of a deceased patron, (b) repayment by the Borrower of a membership fee upon termination of
a membership, or (c) any rebate to a patron resulting from a cost abatement received by the
Borrower, such as a reduction of wholesale power cost previously incurred.

"Draw Period" shall have the meaning as described in Schedule 1 hereto.

"Environmental Laws" shall mean all laws, rules and regulations promulgated by any
Governmental Authority, with which Borrower is required to comply, regarding the use, treatment,

, handling,
distribution, transport, release of or exposure to any Hazardous Material.
discharge, storage, management manufacture, generation, processing, recycling,

"Equity" shall mean the aggregate of  the Borrower's equities and margins computed
pursuant to Accounting Requirements.

"Event of Default" shall have the meaning as described in Article VI hereof.

"Funds Requisition Statement" shall mean the certificate of the Borrower, in the form set
forth as Exhibit A to this Agreement, by which the Borrower will obtain an advance of funds from CFC
under the Loan.

"GAAP" shall mean generally accepted accounting principles set forth in the opinions and
pronouncements of the Accounting Principles Board and the American Institute of Certified Public
Accountants and statements and pronouncements of the Financial Accounting Standards Board.

"Governmental Authority" shall mean the government of the United States of America, any
other nation or government, any state or other political subdivision thereof, whether state or local,
and any agency, authority, instrumentality, regulatory body, court or other entity exercising executive,
legislative, judicial, taxing, regulatory or administrative Powers or functions of or pertaining to
government.

"Hazardous Material" shall mean any (a) petroleum or petroleum products, radioactive
materials, asbestos-containing materials, polychlorinated biphenyls, lead and radon gas, and (b) any
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other substance designated as hazardous or toxic or as a pollutant or contaminant under any
Environmental Law.

"Indenture" shall mean the Indenture between CFC and U.S. Bank Trust Company National
Association, relating to the first issue of Securities, pursuant to which the Securities, including the
CREBs are issued, as supplemented and amended.

"Initial Advance" shall mean the Advance made by CFC on the Closing Date pursuant to
Section 3.02.A hereof to fund a portion of CFC's costs in issuing the CREBs attributable to the CFC
Commitment, including, but not limited to, original issue discount, underwriting discount and other
costs of issuance, including, without limitation, rating agency costs and legal, underwriting and
Trustee expenses.

"Interest Expense" shall mean an amount constituting the interest expense with respect to
Long-Term Debt of the Borrower computed pursuant to Accounting Requirements. In computing
Interest Expense, there shall be added, to the extent not otherwise included, an amount equal to 33-
1/3% of the excess of Restricted Rentals paid by the Borrower over 2% of the Borrower's Equity.

"Lien" shall mean any statutory or common law consensual or non-consensual mortgage,
pledge, security interest, encumbrance, lien, right of set off, claim or charge of any kind, including,
without limitation, any conditional sale or other title retention transaction, any lease transaction in the
nature thereof and any secured transaction under the Uniform Commercial Code.

"Loan" shall mean the loan made by CFC to the Borrower, pursuant to this Agreement and
the Note, in an aggregate principal amount not to exceed the CFC Commitment.

"Loan Capital Term Certificate" or "LCTC" shall mean a certificate, or book entry form of
account, evidencing the Borrower's purchase of equity in CFC.

"Loan Documents" shall mean this Agreement, the Note, the Mortgage, the Project
Agreement and all other documents or instruments executed, delivered or executed and delivered by
the Borrower and evidencing, securing, governing or otherwise pertaining to, the Loan.

"Long-Term Debt" shall mean an amount constituting the long-term debt of the Borrower
computed pursuant to Accounting Requirements.

"Maturity Date" shall mean the Payment Date immediately prior to the CREB Maturity Date
permitted for the CREBS under Section 54(e)(2) of the Code as in effect on the Closing Date.

"Maximum CREB Term Anniversary Date" shall mean the anniversary of the Closing Date
that occurs at the maximum term permitted for the CREBs under Section 54(e)(2) of the Code as in
effect on the Closing Date.

"Mortgage"shall have the meaning as described in Schedule 1 hereto.

"Mortgaged Property"shall have the meaning ascribed to it in the Mortgage.

"Non-Operating Margins--lnterest" shall mean the amount representing the interest
component of non-operating margins of the Borrower computed pursuant to Accounting
Requirements.
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"Note" shall mean the secured promissory note, payable to the order of CFC, executed by
the Borrower, dated as of even date herewith, pursuant to this Agreement as identified on Schedule
1 hereto and shall include any substitute note or modification thereto.

"Obligations" shall mean any and all liabilities, obligations or indebtedness owing by the
Borrower to CFC, of any kind or description, irrespective of whether for the payment of money,
whether direct or indirect, absolute or contingent, due or to become due, now existing or hereafter
arising.

"Operating Margins" shall mean the amount of patronage capital and operating margins of
the Borrower computed pursuant to Accounting Requirements.

"Payment Date" shall mean the first (1 st) day of each of March, June and September and
December.

"Payment Notice" shall mean a notice furnished by CFC to the Borrower that indicates the
amount of each payment of interest or interest and principal and the total amount of each payment
due.

"Permitted Encumbrances" shall have the meaning ascribed to it in the Mortgage.

"Person" shall mean natural persons, cooperatives, corporations, limited liability companies,
limited partnerships, general partnerships, limited liability partnerships, joint ventures, associations,
companies, trusts or other organizations, irrespective of whether they are legal entities, and
Governmental Authorities.

"Primary Advance" shall mean the Advance made by CFC to the Borrower pursuant to
Section 3.02.B hereof two Business Days after the Closing Date to reimburse Borrower for costs of
the Project.

"Principal" shall mean the amount of principal billed on account of Long-Term Debt of the
Borrower computed pursuant to Accounting Requirements.

"Project" shall mean the project being financed pursuant to the Loan, as further described in
Schedule 1.

"Project Account" means an account created pursuant to the Indenture within the Project
Fund related to the CREBs.

"Project Agreement" shall mean the Project Agreement, dated as of even date herewith,
executed by the Borrower with respect to the Project and the CREBs,

"Project Fund" means the Project Fund created and identified as such in the Indenture.

"Restricted Rentals" shall mean all rentals required to be paid under finance leases and
charged to income, exclusive of any amounts paid under any such lease (whether or not designated
therein as rental or additional rental) for maintenance or repairs, insurance, taxes, assessments,
water rates or similar charges. For the purpose of this definition the term "finance lease" shelf mean
any lease having a rental term (including the term for which such lease may be renewed or extended
at the option of the lessee) in excess of three (3) years and covering property having an initial cost in
excess of $250,000 other than automobiles, trucks, trailers, other vehicles (including without
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limitation aircraft and ships), office, garage and warehouse space and office equipment (including
without limitation computers).

"Securities" shall mean one or more series of clean renewable energy bonds issued by CFC
under the Indenture.

"Subsidiary" as to any Person, shall mean a corporation, partnership, limited partnership,
limited liability company or other entity of which shares of stock or other ownership interests having
ordinary voting power (other than stock or such other ownership interests having such power only by
reason of the happening of a contingency) to elect a majority of the board of directors or other
managers of such entity are at the time owned, or the management of which is otherwise controlled ,
directly or indirectly through one or more intermediaries, or both, by such Person. Unless otherwise
qualified, all references to a "Subsidiary" or to "Subsidiaries" in this Agreement shall refer to a
Subsidiary or Subsidiaries of the Borrower.

"Tax Compliance Agreement" means a tax compliance certificate and agreement of CFC
with respect to a series of Securities, as accepted by the Trustee, as amended.

"Termination Certificate" shall mean the certif icate of the Borrower required
Section 5.01 .Q of this Agreement, substantially in the form of Exhibit D hereto.

by

"TotaI Assets" shall mean an amount constituting the total assets of the Borrower computed
pursuant to Accounting Requirements.

"TotaI Utility Plant" shall mean the amount constituting the total utility plant of the Borrower
computed pursuant to Accounting Requirements.

"Trustee" shall mean U.S. Bank Trust Company National Association and its successors and
assigns.

ARTICLE ll

REPRESENTATIONS AND WARRANTIES

Section 2.01 The Borrower represents and warrants to CFC that as of the date of this
Agreement:

A. Good Standing. The Borrower is duly organized, validly existing and in good
standing under the laws of the jurisdiction of its incorporation or organization, is duly qualified to do
business and is in good standing in those states in which it is required to be qualified to conduct its
business. The Borrower is a member in good standing of CFC.

B. Subsidiaries and Ownership. Schedule 1 hereto sets forth a complete and accurate
list of the Subsidiaries of the Borrower showing the percentage of the Borrower's ownership of the
outstanding stock, membership interests or partnership interests, as applicable, of each Subsidiary.

c. Authority; Validity. The Borrower has the power and authority to enter into this
Agreement, the Note, the Project Agreement and the Mortgage, to make the borrowing hereunder, to
execute and deliver all documents and instruments required hereunder and to incur and pedormthe
obligations provided for herein, in the Note, in the Project Agreement and in the Mortgage, all of
which have been duly authorized by all necessary and proper action, and no consent or approval of
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any Person, including, as applicable and without limitation, members of the Borrower, which has not
been obtained is required as a condition to the validity or enforceability hereof or thereof.

Each of this Agreement, the Note, the Project Agreement and the Mortgage is, and when fully
executed and delivered will be, legal, valid and binding upon the Borrower and enforceable against
the Borrower in accordance wi th i ts terms, subject to appl icable bankruptcy, insolvency,
reorganization, moratorium or other laws affecting creditors' rights generally and subject to general
principles of equity.

D. No Conflicting Agreements. The execution and delivery of the Loan Documents
and performance by the Borrower of the obligations thereunder, and the transactions contemplated
hereby or thereby, will not: (i) violate any provision of law, any order, rule or regulation of any court or
other agency of government, any award of any arbitrator, the articles of incorporation or by-laws of
the Borrower, or any indenture, contract, agreement, mortgage, deed of trust or other instrument to
which the Borrower is a party or by which it or any of its property is bound, or (ii) be in conflict with,
result in a breach of or constitute (with due notice and/or lapse of time) a default under, any such
award, indenture, contract, agreement, mortgage, deed of trust or other instrument or result in the
creation or imposition of any Lien (other than contemplated hereby) upon any or
assets of the Borrower.

of the property

The Borrower is not in default in any material respect under any agreement or instrument to which it
is a party or by which it is bound and no event or condition exists which constitutes a default, or with
the giving of notice or lapse of time, or both, would constitute a default under any such agreement or
instrument.

E. Taxes. The Borrower, and each of its Subsidlaries, has filed or caused to be filed all
federal, state and local tax returns which are required to be filed and has paid or caused to be paid
all federal, state and local taxes, assessments, and governmental charges and levies thereon,
including interest and penalties to the extent that such taxes, assessments, and governmental
charges and levies have become due, except for such taxes, assessments, and governmental
charges and levies which the Borrower or any Subsidiary is contesting in good faith by appropriate
proceedings for which adequate reserves have been set aside.

F. Licenses and Permits. The Borrower has duly obtained and now holds all licenses,
permits, certifications, approvals and the like necessary to own and operate its property and business
that are required by Governmental Authorities and each remains valid and in full force and effect.

G. Litigation. There are no outstanding judgments, suits, claims, actions or proceedings
pending or, to the knowledge of the Borrower, threatened against or affecting the Borrower, its
Subsidiaries or any of their respective properties which, if adversely determined, either individually or
collectively, would have a material adverse effect upon the business, operations, prospects, assets,
liabilities or financial condition of the Borrower or its Subsidiaries. The Borrower and its Subsidiaries
are not, to the Borrower's knowledge, in default or violation with respect to any judgment, order, writ,
injunction, decree, rule or regulation of any Governmental Authority which would have a material
adverse effect upon the business, operations, prospects, assets, liabilities or financial condition of the
Borrower or its Subsidiaries.

H. Financial Statements. The balance sheet of the Borrower as at the date identified in
Schedule 1 hereto, the statement of operations of the Borrower for the period ending on said date,
and the interim financial statements of the Borrower, all heretofore furnished to CFC, are complete
and correct. Said balance sheet fairly presents the financial condition of the Borrower as at said date
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and said statement of operations fairly reflects its operations for the period ending on said date. The
Borrower has no contingent obligations or extraordinary forward or long-term commitments except as
specifically stated in said balance sheet or herein. There has been no material adverse change in
the financial condition or operations of the Borrower from that set forth in said financial statements
except changes disclosed in writing to CFC prior to the date hereof.

I. Borrower's Legal Status. Schedule 1 hereto accurately sets forth: (i) the Borrower's
exact legal name, (ii) the Borrower's organizational type and jurisdiction of organization, (iii) the
Borrower's organizational identification number or accurate statement that the Borrower has none,
and (iv) the Borrower's place of business or, if more than one, its chief executive office as well as the
Borrower's mailing address if different.

J. Required Approvals. Other than the CREBs allocation received from the Internal
Revenue Service, no license, consent or approval of any Governmental Authority is required to
enable the Borrower to enter into this Agreement, the Project Agreement, the Note and the
Mortgage, or to perform any of its Obligations provided for in such documents, including without
limitation (and if applicable), that of any state public utilities commission, any state public service
commission, and the Federal Energy Regulatory Commission, except as disclosed in Schedule 1
hereto, all of which the Borrower has obtained prior to the date hereof.

K. Compliance With Laws. The Borrower and each Subsidiary is in compliance, in all
material respects, with all applicable requirements of law and all applicable rules and regulations of
each Governmental Authority.

L. Disclosure. To the Borrower's knowledge, information and belief , neither this
Agreement nor any document, certificate or financial statement furnished to CFC by or on behalf of
the Borrower in connection herewith (all such documents, certificates and financial statements, taken
as a whole) contains any untrue statement of a material fact or omits to state any material fact
necessary in order to make the statements contained herein and therein not misleading.

M. No Other Liens. As to property which is presently included in the description of
Mortgaged Property, the Borrower has not, without the prior written approval of CFC, executed or
authenticated any security agreement or mortgage, or filed or authorized any financing statement to
be filed with respect to assets owned by it, other than security agreements, mortgages and financing
statements in favor of CFC, except as disclosed in writing to CFC prior to the date hereof or relating
to Permitted Encumbrances.

n. Environmental Matters. Except as to matters which individually or in the aggregate
would not have a material adverse effect upon the business or financial condition of the Borrower or
its Subsidiaries, (i) Borrower is in compliance with all Environmental Laws (including, but not limited
to, having any required permits and licenses), (ii) there have been no releases (other than releases
remediated in compliance with Environmental Laws) from any underground or aboveground storage
tanks (or piping associated therewith) that are or were present at the Mortgaged Property, (iii)
Borrower has not received written notice or claim of any violation of any Environmental Law, (iv)
there is no pending investigation of Borrower in regard to any Environmental Law, and (v) to the best
of Borrower's knowledge, there has not been any release or contamination (other than releases or
contamination remediated in compliance with Environmental Laws) resulting from the presence of
Hazardous Materials on property owned, leased or operated by the Borrower.

o . Project Agreement. As set forth in the Project Agreement, the Project constitutes "a
qualified project" as defined in Section 54(d)(2)(A) of the Code. As set forth in the Project Agreement,
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the Borrower constitutes currently, and will remain through the period that the CREBs remain
outstanding, "a Qualified Borrower", meaning a (i) mutual or cooperative electric company described
in Sections 501(c)(12) or 1381(a)(2)(C) of the Code, or (ii) a Governmental Body, which is defined as
any state, territory possession of the U.S., the District of Columbia, india tribal government, and any
political subdivision thereof. The statements, information and descriptions contained in the Project
Agreement are true, correct and complete, and do not contain any untrue statement or misleading
statement of a material fact, and do not omit to state a material fact required to be stated therein or
necessary to make the statements, information and descriptions contained therein, in the light of the
circumstances under which they were made, not misleading, and the estimates and the assumptions
contained in the Project Agreement are reasonable and based on the best information available to
the Borrower.

ARTICLE III

LOAN

Section 3.01 Definitions.For purposes of this Article 3, the following capitalized terms shall
have the following meanings:

"Borrower's Annual Bond Repayment Amount" shall mean the amount determined by
dividing the CFC Commitment by the number of years from the Closing Date to the Maximum CREB
Term Anniversary Date, which amount shall be recalculated on the date CFC rescinds any excess
moneys pursuant to Section 3.05 or 3.05 hereof.

"Quarterly Bond Deposit Amount" shall mean for each Payment Date, the amount
determined by subtracting from the Quarterly Bond Repayment Amount the principal amount payable
by the Borrower pursuant to Section 3.03.A(ii)(b)(1) on such Payment Date.

"Quarterly Bond Repayment Amount" shall mean one-fourth (%) of the Borrower's Annual
Bond Repayment Amount.

Section 3.02 Advances. The obligation of the Borrower to repay the Advances shall be
evidenced by the Note. The aggregate amount of all Advances made hereunder shall not exceed the
CFC Commitment. At the end of the Draw Period, CFC shall have no further obligation to make
Advances.

A. Initial Advance. Borrower hereby agrees that on the Closing Date, CFC shall
automatically, and without action by Borrower, make the initial Advance. Ur the Closing Date, CFC
shall notify Borrower of the final amount of the Initial Advance and the amount of the CFC
Commitment remaining for Borrower to subsequently Advance.

B. Subsequent Advances.

(W) The Borrower may submit a request for the Primary Advance to CFC in writing (which
may be submitted by facsimile) no later than 12:00 noon local time at CFC's offices in
Herndon, Virginia seven Business Days prior to the Closing Date. The Primary
Advance may be requested in any amount up to the CFC Commitment. CFC shall
make the Primary Advance two Business Days after the Closing Date in the lesser of
(i) the aggregate amount of such requested Primary Advance, and (ii) the amount of
the CFC Commitment less the amount of the Initial Advance.
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(ii) Except as set forth in 3.02.A and 3.02.B(i) hereof, the Borrower shall submit its
request for an Advance to CFC in writing (which may be submitted by facsimile) no
later than 12:00 noon local time at CFC's offices in Herndon, Virginia at least two (2)
Business Days prior to the last Business Day of any calendar month. Borrower may
make multiple requests for Advances during any calendar month in any amount so
long as the aggregate amount of all Advances requested in such month is in an
amount not less than $100,000.00, provided, however that at such time as there
remains less than $100,000.00 available for Advance hereunder, Borrower may
request the entirety of such remaining amount. CFC shall make a single Advance to
Borrower on the first Business Day of the calendar month following Borrower's
request(s) for an Advance. Such Advance shall be in the aggregate amount of all
Advances requested by Borrower in the prior month, provided however that at such
time as there remains less than $100,000.00 available for Advance hereunder and
Borrower requests the entirety of such remaining amount, CFC shall Advance the
entirety of such remaining amount.

Section 3.03 Interest Rate and Payment. The Note shall be payable and bear interest as
follows:

Payments, Maturity; Amortization.

(i) The Note shall be due and payable on the Maturity Date.

(ii) On each Payment Date, the Borrower shall promptly pay the following:

(a) accrued interest on the principal amount of the Loan outstanding less the amount
of the initial Advance, and

(b) the Quarterly Bond Repayment Amount, consisting of:

(1) the principal amount due on any outstanding Advances, determined on the
basis of a quarterly amortization schedule from the date of each Advance,
and

(2) the Quarterly Bond Deposit Amount.

(iii) If not sooner paid, any amount due on account of the unpaid principal, interest
accrued thereon and fees, if any, shall be due and payable on the Maturity Date.

(iv) Each Advance shall amortize on a level principal payment basis from the date thereof
through the Maturity Date.

(v) CFC will furnish to the Borrower a Payment Notice at least ten (10) days before each
Payment Date, provided, however, that CFC'S failure to send a Payment Notice shall not constitute a
waiver by CFC or be deemed to relieve the Borrower of its obligation to make payments as and when
due as provided for herein.

(vi) No provision of this Agreement or of any Note shall require the payment, or permit the
collection, of interest in excess of the highest rate permitted by applicable law.

ll
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Borrower agrees that the records of, and all computations by, CFC (in whatever media they are
recorded or maintained) as to the amount of principal, Interest, fees and Quarterly Bond Deposit
Amount due on the Loan shall be conclusive in the absence of manifest error.

B. Application of Payments. Each payment shall be applied to the Loan, first to any
fees, costs, expenses or charges other than interest or principal, second to interest accrued, third to
the Quarterly Bond Deposit Amount and the balance to principal.

C. Application of Bond Repayment Deposit. At such time as the aggregate amount
billed by CFC in any calendar year on account of amortized principal under this Agreement exceeds
the Borrower's Annual Bond Repayment Amount for such year, CFC shall apply a portion of the
Borrower's prior payments of the Quarterly Bond Deposit Amount in the amount of such overage to
principal then due. Until such time, Borrower's payments of the Quarterly Bond Deposit Amount shall
not reduce the amount of principal outstanding and subject to amortization. Any amount paid by the
Borrower under this Agreement on account of the Quarterly Bond Deposit Amount in excess of the
principal amount of the fully advanced Loan shall be refunded to the Borrower on the Maturity Date.

D. Interest Rate Computation. Each Advance except the Initial Advance shall bear
interest at the CFC CREB Rate which shall apply until the Maturity Date. The Initial Advance shall
not bear interest. Interest on Advances shall be computed on the basis of a 30-day month and 360-
day year.

Section 3.04. Extraordinary Obligation to Prepay. Upon a Determination of Tax Credit
Ineligibility that subjects the CREBs to an extraordinary mandatory redemption due to a failure of the
Borrower to observe any agreement or representation in this Loan Agreement (as more particularly
described in paragraph (b) of the defined term "Determination of Tax Credit Ineligibility"), the
Borrower shall prepay the Loan, or such part thereof as determined by CFC, at such times and in
such amounts as determined by CFC within sixty (60) days of such determination together with a
prepayment premium prescribed by CFC pursuant to its policies of general application in effect from
time to time.

Section 3.05. Rescission of Excess Moneys; Fee. If the Borrower has not drawn down
the full amount of the CFC Commitment at (i) the time of filing the Completion Certificate under
Section 5.01P. hereof, (ii) the time of filing the Termination Certificate under 5.01Q. hereof, (iii) a
Determination of Tax Credit Ineligibility or (iv) the end of the Draw Period, a corresponding rescission
of the amount of principal available to be drawn on the Note as calculated by CFC shall automatically
be made without further action by the Borrower. CFC shall release the Borrower from its obligations
hereunder as to such rescinded portion, provided the Borrower complies with such terms and
conditions as CFC may impose for such release including, without limitation, payment of any
rescission fee that CFC may from time to time prescribe, pursuant to its policies of general
application.

Section 3.06. Cancellation of Excess Moneys. If the Borrower has not drawn down the full
amount of the CFC Commitment at the time CFC determines that it will cease making Advances
hereunder pursuant to Section 7.01 hereof, a corresponding cancellation of the amount of principal
available to be drawn on the Note as calculated by CFC shall automatically be made without action
by the Borrower.

Section3.07. Default Rate. If Borrower defaults on its obligation to make a payment due
hereunder by the applicable Payment Date, and such default continues for thirty days thereafter, then
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beginning on the thirty-first day after the Payment Date and for so long as such default continues,
Advances shall bear interest at the Default Rate.

Section 3.08. Patronage Capital; Interest Rate Discounts. No patronage capital shall be
earned, and no interest rate discounts shall apply, to the Loan.

Section 3.09. Optional Prepayment. Except for prepayments made pursuant to
Section 3.04 hereof, no prepayment of any Advance, in whole or in part, may be made by the
Borrower.

ARTICLE IV

CONDITIONS OF LENDING

Section 4.01 The obl igation of  CFC to make any Advance hereunder is subject to
satisfaction of the following conditions in form and substance satisfactory to CFC:

A. Legal Matters. All legal matters incident to the consummation of the transactions
hereby'contemplated shall be satisfactory to counsel for CFC.

B. Documents. CFC shall have been furnished with (i) the executed Loan Documents,
(ii) certified copies of all such organizational documents and proceedings of the Borrower authorizing
the transactions hereby contemplated as CFC shall require, (iii) an opinion of counsel for the Borrow-
er addressing such legal matters as CFC shall reasonably require, and (iv) all other such documents
as CFC may reasonably request.

C. Government Approvals. The Borrower shall have furnished to CFC true and correct
copies of all certif icates, authorizations, consents, permits and l icenses from Governmental
Authorities necessary for the execution or delivery of the Loan Documents or performance by the
Borrower of the obligations thereunder.

D. Representations and Warranties. The representations and warranties contained in
Article II shall be true on the date of the making of each Advance hereunder with the same effect as
though such representations and warranties had been made on such date, no Event of Default and
no event which, with the lapse of time or the notice and lapse of time would become such an Event of
Default, shall have occurred and be continuing or will have occurred after giving effect to each
Advance on the books of the Borrower, there shall have occurred no material adverse change in the
business or condition, financial or otherwise, of the Borrower, and nothing shall have occurred which
in the opinion of CFC materially and adversely affects the Borrower's ability to perform its obligations
hereunder.

E. Mortgage Recordation. The Mortgage (and any amendments, supplements or
restatements as CFC may require from time to time) shall have been duly filed, recorded or indexed
in all jurisdictions necessary (and in any other jurisdiction that CFC shall have reasonably requested)
to provide CFC a lien, subject to Permitted Encumbrances, on all of the Borrower's real property, all
in accordance with applicable law, and the Borrower shall have paid all applicable taxes, recording
and filing fees and caused satisfactory evidence thereof to be furnished to CFC.

F. UCC Filings. Uniform Commercial Code financing statements (and any continuation
statements and other amendments thereto that CFC shall require from time to time) shall have been
duly filed, recorded or indexed in all jurisdictions necessary (and in any other jurisdiction that CFC
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shall have reasonably requested) to provide CFC a perfected security interest, subject to Permitted
Encumbrances, in the Mortgaged Property which may be perfected by the f iling of a f inancing
statement, all in accordance with applicable law, and the Borrower shall have paid all applicable
taxes, recording and filing fees and caused satisfactory evidence thereof to be furnished to CFC.

G.
requisition to CFC in the form attached as Exhibit A hereto. Requisitions for Advances shall be made
only for the purposes set forth in Schedule 1 hereto.

Requisitions. The Borrower will requisition each Advance by submitting its written

H. Other Information. The Borrower shall have furnished such other information as
CFC may reasonably require, including but not limited to (i) information regarding the specif ic
purpose for an Advance and the use thereof, (ii) feasibility studies, cash flow projections, financial
analyses and pro forma f inancial statements suf f icient to demonstrate to CFC's reasonable
satisfaction that after giving effect to the Advance requested, the Borrower shall continue to achieve
the DSC ratio set forth in Section 5.01.A herein, to meet all of its debt service obligations, and
otherwise to perform and to comply with all  other covenants and conditions set forth in this
Agreement, and (iii) any other information as CFC may reasonably request. CFC's obligation to
make any Advance hereunder is conditioned upon prior receipt and approval of the Borrowers
written requisition and other information and documentation, if any, as CFC may have requested
pursuant to this paragraph.

I. Issuance of Bonds. CFC shall have issued CREBs in an amount not less than the
CFC Commitment.

J. CREB Allocation. CFC shall have received an allocation in the amount of the CFC
Commitment from the U.S. Department of Treasury for the Borrowel*s Project under its Securities
program.

K. Tax Credit Ineligibility. There shall have occurred no Determination of Tax Credit
ineligibility with regard to the Borrower or the Project.

L. Bring Down Certificate. Two (2) Business Days prior to the Closing Date, the
Borrower shall furnish CFC with a certificate of an Authorized Officer of the Borrower in the form of
Exhibit B hereto, certifying that all of the representations and warranties set forth in Article ll hereof
are true on the Closing Date.

ARTICLE v

COVENANTS

Section 5.01 Affirmative Covenants. The Borrower covenants and agrees with CFC that
until payment in full of the Note and performance of all obligations of the Borrower hereunder:

A. Financial Ratios; Design of Rates. The Borrower shall achieve an Average DSC
Ratio of not less than 1.35. The Borrower shall not decrease its rates for electric service if it has
failed to achieve a DSC Ratio of 1.35 for the calendar year prior to such reduction subject only to an
order from a Governmental Authority properly exercising jurisdiction over the Borrower.

B. Loan Proceeds. The Borrower shall use the proceeds of this Loan solely for the
purposes identified on Schedule 1 hereto.
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c. Notice. The Borrower shall promptly notify CFC in writing of:

(i) any material adverse change in the business, operations, prospects, assets, liabilities
or financial condition of the Borrower,

(ii) the institution or threat of any litigation or administrative proceeding of any nature
involving the Borrower which could materially affect the business, operations, prospects, assets,
liabilities or financial condition of the Borrower,

(iii) the occurrence of an Event of Default hereunder, or any event that, with the giving of
notice or lapse of time, or both, would constitute an Event of Default.

D. Default Notices. Upon receipt of  any notices with respect to a default by the
Borrower under the terms of any evidence of any indebtedness with parties other than CFC or of any
loan agreement, mortgage or other agreement relating thereto, the Borrower shall deliver copies of
such notice to CFC.

E. Annual Certificates.

Within one hundred twenty (120) days af ter the close of  each calendar year,
commencing with the year in which the initial Advance hereunder shall have been made, the
Borrower will deliver to CFC a written statement, in form and substance satisfactory to CFC, signed
by the Borrower's General Manager or Chief Executive Officer, stating that during such year, and that
to the best of said person's knowledge, the Borrower has fulfilled all of its obligations under this
Agreement, the Project Agreement, the Note, and the Mortgage throughout such year or, if there has
been a default in the fulfillment of any such obligations, specifying each such default known to said
person and the nature and status thereof.

(i)

(ii) The Borrower shall deliver to CFC within one hundred twenty (120) days of CFC's
written request, which shall be no more frequently than once every year, a certification, in form and
substance satisfactory to CFC, regarding the condition of the Mortgaged Property prepared by a
professional engineer satisfactory to CFC. The Borrower shall also deliver to CFC such other
information as CFC may reasonably request from time to time.

F. Loan Capital Term Certificate Purchase. The Borrower will purchase LCTCs, if
required, in an amount calculated pursuant to CFC's policies of general application and shall pay for
such LCTCs as required thereby. CFC's policies with respect to such LCTCs are set forth in
Schedule 1.

G. Financial Books; Financial Reports; Right of Inspection. The Borrower all at all
times keep, and safely preserve, proper books, records and accounts in which full and true entries
wil l be made of all of  the dealings, business and affairs of  the Borrower, in accordance with
Accounting Requirements. When requested by CFC, the Borrower will prepare and furnish CFC
from time to time, periodic financial and statistical reports on its condition and operations. All of such
reports shall be in such form and include such information as may be specified by CFC. Within one
hundred twenty (120) days of the end of each calendar year during the term hereof, the Borrower
shall furnish to CFC a full and complete report of  its f inancial condition and statement of its
operations as of the end of such calendar year, in form and substance satisfactory to CFC. In
addition, within one hundred twenty (120) days of the end of each the Borrower's fiscal years during
the term hereof, the Borrower shall furnish to CFC a full and complete consolidated and consolidating
report of its financial condition and statement of its operations as of the end of such fiscal year,
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audited and certified by independent certified public accountants nationally recognized or otherwise
satisfactory to CFC and accompanied by a report of such audit in form and substance satisfactory to
CFC, including without limitation a consolidated and consolidating balance sheet and the related
consol idated and consol idat ing statements of  income and cash f l ow.  CPC,  through i t s
representatives, shall at all times during reasonable business hours and upon prior notice have
access to, and the right to inspect and make copies of, any or all books, records and accounts, and
any or all invoices, contracts, leases, payrolls, canceled checks, statements and other documents
and papers of every kind belonging to or in the possession of the Borrower or in anyway pertaining to
its property or business.

H. Notice of Additional Secured Debt. The Borrower will notify CFC promptly in writing
if it incurs any additional secured indebtedness other than indebtedness to CFC or indebtedness
otherwise provided for in the Mortgage.

I. Funds Requisition. The Borrower agrees (i) that CFC may rely conclusively upon the
written instructions submitted to CFC in the Borrower's written request for an Advance hereunder,
(ii) that such instructions shall constitute a covenant under this Agreement to repay the Advance in
accordance with such instructions, the applicable Note, the Mortgage, the Project Agreement and
this Agreement, and (iii) to request Advances only for the purposes set forth in Schedule 1 hereto.

J. Compliance With Laws. The Borrower and each Subsidiary shal l  remain in
compliance, in all material respects, with all applicable requirements of law and applicable rules and
regulations of each Governmental Authority.

K. Taxes. The Borrower shal l  pay. or cause to be paid al l  taxes, assessments or
governmental charges lawfully levied or imposed on or against it and its properties prior to the time
they become delinquent, except for any taxes, assessments or charges that are being contested in
good faith and with respect to which adequate reserves as determined in good faith by the Borrower
have been established and are being maintained.

L. Further Assurances. The Borrower shall execute any and all further documents,
financing statements, agreements and instruments, and take all such further actions (including the
filing and recording of f inancing statements, f ixture filings, mortgages, deeds of trust and other
documents), which may be required under any applicable law, or which CFC may reasonably
request, to effectuate the transactions contemplated by the Loan Documents or to grant, preserve,
protect or perfect the Liens created or intended to be created thereby. The Borrower also agrees to
provide to CFC, from time to time upon request, evidence reasonably satisfactory to CFC as to the
perfection and priority of the Liens created or intended to be created by the Loan Documents.

M. Environmental Covenants. Borrower shall:

(i) at its own cost, comply in all material respects with all applicable Environmental Laws,
including, but not limited to, any required remediation, and

(ii) i f  i t  receives any wri t ten communication al leging Borrower's v iolat ion of  any
Environmental Law, provide CFC with a copy thereof within ten (10) Business Days after receipt, and
promptly take appropriate action to remedy, cure, defend, or otherwise affirmatively respond to the
matter.

n. Limitations on Loans, Investments and Other Obligations. The aggregate amount
of all purchases, investments, loans, guarantees, commitments and other obligations described in
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Section 5.02.D(i) of this Agreement shall at all times be less than fifteen percent (15%) of Total Utility
Plant or fifty percent (50%) of Equity, whichever is greater.

O. Tax Status of the CREBs. The Borrower shall utilize the Project or cause it to be
utilized as provided in the Project Agreement until the CREB Maturity Date. No use will be made of
the proceeds of the CREBs other than as set forth herein and in the Project Agreement and no
changes will be made in the Project or in the operation or beneficial use thereof (including, without
limiting the generality of the foregoing, the use of the Project by the Borrower or any related person)
without an opinion of Bond Counsel that such a use or change will not adversely affect the eligibility
of the CREBs to qualify for a tax credit for the owner thereof, for federal income tax purposes. The
Borrower agrees and warrants that it will not take or authorize or permit any action to be taken and
has not taken or authorized or permitted any action to be taken and will not fail to take any action to
comply with the Project Agreement which adversely affects the eligibility of the CREBs to qualify for a
tax credit for the owner thereof, for federal income tax purposes. This agreement and warranty shall
survive the termination of this Agreement.

p. Completion Certificate. The Borrower shall submit to CFC within 30 days after the
completion of the Project, a Completion Certificate signed by an Authorized Officer of the Borrower.

Q. Termination Certif icate. If  the Borrower determines that the Project will not be
completed as described in Section 5.01.P above, then the Borrower shal l  submit to CFC a
Termination Certificate, within 30 days of a determination that:

(i)
Project, and

no further acquisition, construction or installation will occur with respect to the

(ii) the Borrower does not intend to make any further Advances,

R. Other Information. The Borrower shall furnish such other information as CFC may
reasonably require relating to the Project.

Section 5.02 Negative Covenants. The Borrower covenants and agrees with CFC that until
payment in full of the Note and performance of all obligations of the Borrower hereunder, the
Borrower will not, directly or indirectly, without CFC's prior written consent:

A. Limitations on Mergers. Consolidate with, merge, or sell all or substantially all of its
business or assets, or enter into an agreement for such consolidation, merger or sale, to another
entity or person unless such action is either approved, as is evidenced by the prior written consent of
CFC, or the purchaser, successor or resulting corporation is or becomes a member in good standing
of  CFC and assumes the due and punctual payment of  the Note and the due and punctual
performance of the covenants contained in the Mortgage and this Agreement.

B. Limitations on Sale, Lease or Transfer of Capital Assets; Application of
Proceeds. Sell, lease or transfer (or enter into an agreement to sell, lease or transfer) any capital
asset, except in accordance with this Section 5.02.B. If no Event of Default (and no event which with
notice or lapse of time and notice would become an Event of Default) shall have occurred and be
continuing, the Borrower may, without the prior written consent of CFC, sell, lease or transfer (or
enter into an agreement to sell, lease or transfer) any capital asset in exchange for fair market value
consideration paid to the Borrower if the value of such capital asset is less than five percent (5%) of
Total Utility Plant and the aggregate value of capital assets sold, leased or transferred in any 12-
month period is less than ten percent (10%) of Total Utility Plant.
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c. Limitation on Dividends, Patronage Refunds and Other Distributions.

(i) Make Distributions in any calendar year if, after giving effect to the Distribution, the total
Equity of the Bon'ower will be less than twenty percent (20%) of its Total Assets.

(ii) If, after giving effect to the Distribution, the total Equity of the Borrower will be less than
twenty percent (20%) of its Total Assets, then the Borrower may nevertheless make Distributions of
up to thirty percent (30%) of its total margins for the preceding calendar year.

(iii) Notwithstanding anything to the contrary in subparagraphs (i) and (ii) above, the Borrower
shall not make any Distribution without the prior written consent of CFC if an Event of Default under
this Agreement has occurred and is continuing.

D. Limitations on Loans, Investments and Other Obligations.

(i) (a) Purchase, or make any commitment to purchase, any stock, bonds, notes, debentures,
or other securities or obligations of or beneficial interests in, (b) make, or enter into a commitment to
make, any other investment, monetary or otherwise, in, (c) make, or enter into a commitment to
make, any loan to, or (d) guarantee, assume, or otherwise become liable for, or enter into a
commitment to guarantee, assume, or otherwise become liable for, any obligation of any Person if,
after giving effect to such purchase, investment, loan, guarantee or commitment, the aggregate
amount thereof would exceed the greater of fifteen percent (15%) of Total Utility Plant or fifty percent
(50%) of Equity.

(ii) The following shall not be included in the limitation of purchases, investments, loans and
guarantees in (i) above: (a) bonds, notes, debentures, stock, or other securities or obligations issued
by or guaranteed by the United States or any agency or instrumentality thereof, (b) bonds, notes,
debentures, stock, commercial paper, subordinated capital certif icates, or any other security or
obligation issued by CFC or by institutions whose senior unsecured debt obligations are rated by at
least two nationally recognized rating organizations in either of their two highest categories, (c)
investments incidental to loans made by CFC, (d) any deposit that is fully insured by the United
States, (e) loans and grants made by any Governmental Authority to the Borrower under any rural
economic development program, but only to the extent that such loans and grants are non-recourse
to the Borrower, and (f) unretired patronage capital allocated to the Borrower by CFC, a cooperative
from which the Borrower purchases electric power, or a statewide cooperative association of which
Borrower is a member.

(iii) In no event may the Borrower take any action pursuant to subsection (i) if an Event of
Default under this Agreement has occurred and is continuing,

E. Organizational Change. Change its type of organization or other legal structure,
except as permitted by Section 5.02.A. hereof, in which case the Borrower shall provide at least 30
days prior written notice to CFC together with all documentation reflecting such change as CFC may
reasonably require.

F. Notice of Change in Borrower Information. Change its (i) state of incorporation, (ii)
legal name, (iii) mailing address, or (iv) organizational identification number, if it has one, unless the
Borrower provides written notice to CFC at least thirty (30) days prior to the effective date of any
such change together with all documentation reflecting any such change as CFC may reasonably
require.
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ARTICLE VI

EVENTS OF DEFAULT

Section 6.01 The following shall be "Events of Default" under this Agreement:

A. Representations and Warranties. Any representation or warranty made by the
Borrower herein, or in any of the other Loan Documents, or in any certificate or financial statement
furnished to CFC hereunder or under any of the other Loan Documents shall prove to be false or
misleading in any material respect.

B. Payment. The Borrower shall fai l  to pay (whether upon stated maturi ty,  by
acceleration, or otherwise) any principal, interest, premium (if any) or other amount payable under
the Note and the Loan Documents within five (5) Business Days after the due date thereof.

c. Other Covenants.

(i) No Grace Period. Failure of the Borrower to observe or perform any covenant
or agreement contained in the Project Agreement or in Sections 5.01.A, 5.01 .B,
5.01.D, 5.01.E, 5.01.G, 5.01.1, 5.01 .N, 5.01 .o and 5,02 of this Agreement.

(ii) Thirty Day Grace Period. Failure of the Borrower to observe or perform any
other covenant or agreement contained in this Agreement or any of the other Loan
Documents, which shall remain unremedied for thirty (30) calendar days after written
notice thereof shall have been given to the Borrower by CFC.

D. Legal Existence, Permits and Licenses. The Borrower shall forfeit or otherwise be
deprived of (i) its authority to conduct business in the jurisdiction in which it is organized or in any
other jurisdiction where such authority is required in order for the Borrower to conduct its business in
such jurisdiction or (ii) permits, easements, consents or licenses required to carry on any material
portion of its business.

E. Other CFC Obligations. The Borrower shal l  be in breach or defaul t  Of  any
Obligation, which breach or default continues uncured beyond the expiration of any applicable grace
period.

Other Obligations. The Borrower shall (i) fail to make any payment of any principal,
premium or any other amount due or interest on any indebtedness with parties other than CFC which
shall remain unpaid beyond the expiration of any applicable grace period, or (ii) be in breach or
default with respect to any other term of any evidence of any other indebtedness with parties other
than CFC or of any loan agreement, mortgage or other agreement relating thereto which breach or
default continues uncured beyond the expiration of any applicable grace period, if the effect of such
failure, default or breach is to cause the holder or holders of that indebtedness to cause that
indebtedness to become or be declared due prior to its stated maturity (upon the giving or receiving
of notice, lapse of time, both or otherwise).

F.

G. Involuntary Bankruptcy. An involuntary case or other proceeding shal l  be
commenced against the Borrower seeking liquidation, reorganization or other relief with respect to it
or its debts under bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the
appointment of a trustee, receiver, liquidator, custodian or other similar official of it or any substantial
part of its property and such involuntary case or other proceeding shall continue without dismissal or
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stay for a period of AMy (60) days, or an order for relief shall be entered against the Borrower under
the federal bankruptcy laws or applicable state law as now or hereafter in effect,

H. Insolvency. The Borrower shall commence a voluntary case or other proceeding
seeking liquidation, reorganization or other relief with respect to itself  or its debts under any
bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the appointment of a
trustee, receiver, liquidator, custodian or other similar official of it or any substantial part of its
property, or shall consent to any such relief or to the appointment of or taking possession by any
such official in an involuntary case or proceeding commenced against it, or shall make a general
assignment for the benefit of creditors, or shall admit in writing its inability to, or be generally unable
to, pay its debts as they become due, or shall take any action to authorize any of the foregoing.

I. Dissolution or Liquidation. Other than as provided in subsection H. above, the
dissolution or liquidation of the Borrower, or failure by the Borrower promptly to forestall or remove
any execution, garnishment or attachment of such consequence as will impair its ability to continue
its business or fulfill its obligations and such execution, garnishment or attachment shall not be
vacated within sixty (60) days. The term "dissolution or liquidation of the Borrower", as used in this
subsection, shall not be construed to include the cessation of the corporate existence of the Borrower
resulting either from a merger or consolidation of the Borrower into or with another corporation
following a transfer of all or substantially all its assets as an entirety, under the conditions set forth in
Section 5.02.A.

J. Material Adverse Change. Any material  adverse change in the business or
condition, financial or otherwise, of the Borrower.

K. Monetary Judgment. The Borrower shall suffer any money judgment not covered by
insurance, writ or warrant of attachment or similar process involv ing an amount in excess of
$100,000 and shall not discharge, vacate, bond or stay the same within a period of sixty (60) days.

L. Nonmonetary Judgment. One or more nonmonetary judgments or orders (including,
without limitation, injunctions, writs or warrants of attachment, garnishment, execution, distrait,
replevin or similar process) shall be rendered against the Borrower that, either individually or in the
aggregate, could reasonably be expected to have a material adverse effect upon the business,
operations, prospects, assets, liabilities or financial condition of the Borrower.

ARTICLE VII

REMEDIES

Section 7.01 If any of the Events of Default listed in Section 6 hereof shall occur after the
date of this Agreement and shall not have been remedied within the applicable grace periods
specified therein, then CFC may:

(i)

(ii)

Cease making Advances hereunder,

Declare all unpaid principal outstanding on the Note, all accrued and unpaid interest
thereon, and all other Obligations to be immediately due and payable and the same
shall thereupon become immediately due and payable without presentment, demand,
protest or notice of any kind, all of which are hereby expressly waived,
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(iii) Exercise rights of setoff or recoupment and apply any and all amounts held, or hereby
held, by CFC or owed to the Borrower or for the credit or account of the Borrower
against any and all of the Obligations of the Borrower now or hereafter existing
hereunder or under the Note, including, but not l imited to, patronage capital
allocations and retirements, money due to Borrower from equity certificates purchased
from CFC, and any membership or other fees that would otherwise be returned to
Borrower but excluding any LCTCs purchased by the Borrower pursuant to this
Agreement. The rights of CFC under this section are in addition to any other rights
and remedies (including other rights of setoff or recoupment) which CFC may have.
The Borrower waives all rights of setoff, deduction, recoupment or counterclaim;

(iv) Pursue al l  rights and remedies available to CFC that are contemplated by the
Mortgage and the other Loan Documents in the manner, upon the conditions, and with
the effect provided in the Mortgage and the other Loan Documents, including, but not
limited to, a suit for specific performance, injunctive relief or damages,

(V) Pursue any other rights and remedies available to CFC at law or in equity.

Nothing herein shall limit the right of CFC to pursue all rights and remedies available to a creditor
following the occurrence of an Event of Default. Each right, power and remedy of CFC shall be
cumulative and concurrent, and recourse to one or more rights or remedies shall not constitute a
waiver of any other right, power or remedy.

ARTICLE VIII

MISCELLANEOUS

Section 8.01 Notices. All notices, requests and other communications provided for herein
including, without limitation. any modifications of, or waivers, requests or consents under, this
Agreement shall be given or made in writing (including, without limitation, by telecopy) and delivered
to the intended recipient at the "Address for Notices" specified below, or, as to any party, at such
other address as shall be designated by such party in a notice to each other party. All such
communications shall be deemed to have been duly given (i) when personally delivered including,
without limitation, by overnight mail or courier service, (ii) in the case of notice by United States mail,
certified or registered, postage prepaid, return receipt requested, upon receipt thereof, or (iii) in the
case of notice by telecopy, upon transmission thereof, provided such transmission is promptly
confirmed by either of the methods set forth in clauses (i) or (ii) above in each case given or
addressed as provided for herein. The Address for Notices of each of the respective parties is as
follows:

National Rural Utilities Cooperative Finance Corporation
2201 Cooperative Way
Herndon, Virginia 20171-3025
Attention: Senior Vice President - Member Services
Fax # 703-709-6776

The Borrower

The address set forth in
Schedule 1 hereto
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Section 8.02 Expenses. Borrower shall reimburse CFC for any reasonable costs and
out-of-pocket expenses paid or incurred by CFC (including, without limitation, reasonable fees and
expenses of outside attorneys, paralegals and consultants)for all actions CFC takes, (a) to enforce
the payment of any Obligation, to effect collection of any Mortgaged Property, or in preparation for
such enforcement or collection, (b) to institute, maintain, preserve, enforce and foreclose on CFC's
security interest in or Lien on any of the Mortgaged Property, whether through judicial proceedings or
otherwise, (c) to restructure any of the Obligations, (d) to review, approve or grant any consents or
waivers hereunder, (e) to prepare, negotiate, execute, deliver, review, amend or modify this
Agreement, (f) to prepare, negotiate, execute, deliver, review, amend or modify any other
agreements, documents and instruments deemed necessary or appropriate by CFC in connection
with any of the foregoing, and (g) to obtain any opinions required to be furnished upon a
Determination of Tax Credit Ineligibility and an extraordinary prepayment as set forth in Section 3.04
hereof or a rescission of excess money as set forth in Section 3.05 or a cancellation of excess
moneys as set forth in Section 3.06.

The amount of all such expenses identified in this Section 8.02 shall be secured by the
Mortgage and shall be payable upon demand, and if not paid, shall accrue interest at the Default
Rate.

Section 8.03 Late Payments. If payment of any amount due hereunder is not received at
CFC's office in Herndon, Virginia, or such other location as CFC may designate to the Borrower
within five (5) Business Days after the due date thereof, the Borrower will pay to CFC, in addition to
all other amounts due under the terms of the Loan Documents, any late payment charge as may be
fixed by CFC from time to time pursuant to its policies of general application as in effect from time to
time.

Section 8.04. Non-Business Day Payments. If any payment to be made by the Borrower
hereunder shall become due on a day which is not a Business Day, such payment shall be made on
the next succeeding Business Day and such extension of time shall be included in computing any
interest in respect of such payment.

Section 8.05 Filing Fees. To the extent permitted by law, the Borrower agrees to pay all
expenses of CFC (including the reasonable fees and expenses of its counsel) in connection with the
filing, registration, recordation or perfection of the Mortgage and any other security instruments as
may be required by CFC in connection with this Agreement, including, without limitation, all
documentary stamps, recordation and transfer taxes and other costs and taxes incident to execution,
filing, registration or recordation of any document or instrument in connection herewith. The Borrower
agrees to save harmless and indemnify CFC from and against any liability resulting from the failure to
pay any required documentary stamps, recordation and transfer taxes, recording costs, or any other
expenses incurred by CFC in connection with this Agreement. The provisions of this subsection shall
survive the execution and delivery of this Agreement and the payment of all other amounts due under
the Loan Documents.

Seetion 8.06 Waiver; Modification. No failure on the part of CFC to exercise, and no delay
in exercising, any right or power hereunder or under the other Loan Documents shall operate as a
waiver thereof, nor shall any single or partial exercise by CFC of any right hereunder, or any
abandonment or discontinuance of steps to enforce such right or power, preclude any other or further
exercise thereof or the exercise of any other right or power. No modification or waiver of any
provision of this Agreement, the Note or the other Loan Documents and no consent to any departure
by the Borrower therefrom shall in any event be effective unless the same shall be in writing by the
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Section 8.09 Complete Agreement. This Agreement, together with the schedules to this
Agreement, the Note and the other Loan Documents, and the other agreements and matters referred
to herein or by their terms referring hereto, is intended by the parties as a final expression of their
agreement and is intended as a complete statement of the terms and conditions of their agreement.
In the event of any conflict in the terms and provisions of this Agreement and any other Loan
Documents, the terms and provisions of this Agreement shall control.

SECTION 8.08 INDEMNIFICATION. THE BORROWER HEREBY INDEMNIFIES AND
AGREES TO HOLD HARMLESS, AND DEFEND CFC AND ITS MEMBERS, DIRECTORS,
OFFICERS, EMPLOYEES, AGENTS, ATTORNEYS AND REPRESENTATIVES (EACH AN
"INDEMNlTEE") FOR, FROM, AND AGAINST ALL CLAIMS, DAMAGES, LOSSES, LIABILITIES,
COSTS, AND EXPENSES (INCLUDING, WITHOUT LIMITATION, COSTS AND EXPENSES OF
LITIGATION AND REASONABLE ATTORNEYS' FEES) ARISING FROM ANY CLAIM OR DEMAND
IN RESPECT OF THIS AGREEMENT AND THE OTHER LOAN DOCUMENTS, THE MORTGAGED
PROPERTY, OR THE TRANSACTIONS DESCRIBED IN THIS AGREEMENT AND THE OTHER
LOAN DOCUMENTS AND ARISING AT ANY TIME, WHETHER BEFORE OR AFTER PAYMENT
AND PERFORMANCE OF ALL OBLIGATIONS UNDER THIS AGREEMENT AND THE OTHER
LOAN DOCUMENTS IN FULL, EXCEPTING ANY SUCH MATTERS ARISING SOLELY FROM THE
GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF CFC OR ANY INDEMNITEE INCLUDING
WITHOUT uMITATlon. ANY DETERMINATION MADE OR OTHER ACTION TAKEN BY CFC
PURSUANT TO SECTIONS 3.04, 3.05 and 3.06 OF THIS AGREEMENT. NOTWITHSTANDING
ANYTHING TO THE CONTRARY CONTAINED IN SECTION 8.10 HEREOF, THE OBLIGATIONS
IMPOSED UPON THE BORROWER BY THIS SECTION SHALL SURVIVE THE REPAYMENT OF
THE NOTE, THE TERMINATION OF THIS AGREEMENT AND THE TERMINATION OR RELEASE
OF THE LIEN OF THE MORTGAGE.

(C) THE BQRROWER AND CFC EACH HEREBY IRREVOCABLY WAIVES, TO THE
FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY AND ALL RIGHT TO TRIAL BY
JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT
OR THE TRANSACTIONS CONTEMPLATED HEREBY.

(B) THE BORROWER HEREBY SUBMITS TO THE NON-EXCLUSIVE JURISDICTION OF
THE UNITED STATES COURTS LOCATED IN VIRGINIA AND OF ANY STATE COURT SO
LOCATED FOR PURPOSES OF ALL LEGAL PROCEEDINGS ARISING OUT OF OR RELATING
TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY. THE BORROWER
IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY
OBJECTIONS THAT IT MAY NOW OR HEREAFTER HAVE TO THE ESTABLISHING OF THE
VENUE OF ANY SUCH PROCEEDINGS BROUGHT IN SUCH A COURT AND ANY CLAIM THAT
ANY SUCH PROCEEDING HAS BEEN BROUGHT IN AN INCONVENIENT FORUM.

(A) THE PERFORMANCE AND CONSTRUCTION OF THIS AGREEMENT AND THE NOTE
SHALL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE
COMMONWEALTH OF VIRGINIA.

SECTION 8.07
JURY TRIAL.

party granting such modification, waiver or consent, and then such modification, waiver or consent
shall be effective only in the specific instance and for the purpose for which given.

GOVERNING LAW; SUBMISSION TO JURISDICTION; WAIVER OF
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Sectlon 8.10 SUrvival; Successors and Assigns. All covenants, agreements,
representations and warranties of the Borrower which are contained in this Agreement shall survive
the execution and delivery tO CFC of the Loan Documents and the making of the Loan hereunder
and shall continue in full force and effect until all of the obligations under the Loan Documents have
been paid in full. All covenants, agreements, representations and warranties of the Borrower which
are contained in this Agreement shall inure to the benefit of the successors and assigns of CFC. The
BorroWer shall not have the right to assign its rights or obligations under this Agreement without the
prior written consent of CFC, except as provided in Section 5.02;A hereof.

Section 8.11; Use of Terms. The use of the singularherein shall also refer to the plural,and
vice versa.

Section 8.12 Headings. The headings and sub-headings contained in this Agreement are
intended tobe usedfor convenience only anddo not constitutepart of this Agreement.

¢

Section 8.13 Severability. If any term, provision or condition, or any part thereof, of this
Agreement, the Note or the other Loan Documents shall for any reason be found or held invalid or
unenforceable by any governmental agency or court of competent jurisdiction, such invalidity or
unenforceability shall not affect the remainder of such term, provision or condition nor any other term,
provision or condition, and this Agreement, the Note and the other Loan Documents shall survive and
be construed as if such invalid or unenforceable term, provision or condition had not been contained
therein.

Section 8.14 Binding Effect. This Agreement shall become effective when it shall have
been executed by both the Borrower and CFC and thereafter shall be binding upon and inure to the
benefit of the Borrower and CFC and their respective successors and assigns.

Section 8.15 Counterparts. This Agreement may be executed in one or more counterparts,
each of which will be deemed an original and all of which together will constitute one and the same
document. Signature pages may be detached from the counterparts and attached to a single copy of
this Agreement to physically form one document.

Section 8.16 Disclosure. This Agreement and any other Loan Document may be shared
by CFC with such Persons as shall be required in order to facilitate the issuance of the CREBs,
including, but not limited to. its attorneys, underwriters and investors in theCREBs.

Section 8.17 Schedule 1. Schedule 1 attached hereto is an integral part of this Agreement.

CFC LOANAG
AZ014~A-9042-CBOD1 (JABLONJ)
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed
as of the day and year first above written.

(SEAL)

SULPHUR SPRINGS VALLEY
ELECTRIC COOPERATIVE, INC.

<8 \ 0 \ » =»By:

T i t l e :  P S/ J».e»./7'

Attest:
4

4-Seere¢a4=3L
C P I E D E N  w .  H U B E R

CHIEF EXECUTIVE OFFICER

NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE CORPORATION

(SEAL)

By: I44//4[m 'Z
Assistant Secretary-1 reassurer

MARIANNE L DUSOLD

Attest:
t S rgtary..5[T surer

As S%CoLANT0NI

CFC LOANAG
A2014-A-9042-CB001 (JABLONJ )
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SCHEDULE 1

1. The purpose of this loan is to finance (i) the reimbursement of the cost of the Project of the
Borrower, including any reasonable costs and expenses incurred by the Borrower in
connection with financing the Project, as described and permitted by the terms of the Project
Agreement and (ii) a portion of CFC's costs in issuing the CREBs as set forth in Section
3.02.A.

2. The Project of the BorrOwer being financed by the Loan (funded by proceeds of the CREBs)
constitutes the following clean renewable energy facilities:

Palominas Elementals School District Photovoltaic Solar Automobile ParkinqShade Structure

This project will place photovoltaicmodules costing $280,000 each, that will produce 23 kW
of electricity in the shade structures in the two Palominas Elementary School District schools.
The PV structure will provide electricity to the respective school with excess power flowing to
the Borrower's system.

Subject to the terms of this Agreement, CFC has agreed to loan to the Borrower from
proceeds of the CREBs, an amount not to exceed $580,000.00 (the "CFC Commitment").

1

Draw Period shall mean the period beginning on the Closing Date and ending on the date that
is five (5) years thereafter.

5. The Borrower shall not purchase the LCTCs or any portion thereof with funds from the Loan.
The Borrower shall use its own funds or funds borrowed under another credit facility to
purchase such LCTCs. subject to the CFC policies regarding LCTCs set forth in the following
paragraph.

CFC Policies Regarding LCTCs: (i) Any solvent Member of CFC with an outstanding LCTC
purchased in connection with a loan from the proceeds of Securities may borrow the
outstanding amount of the LCTC from CFC without a further credit review, for a tem equal to
or shorter than the maturity of the LCTC at a rate equal to the comparable rate charged by
CFC for Similarly classified loans; and (ii) any Member of CFC with an outstanding LCTC
purchased in connection with a loan from the proceeds of Securities may sell such LCTC to
another Member of CFC for consideration.

6. The Mortgage shall mean the Restated Mortgage and Security Agreement, dated as of
December 6, 2007, between the Borrower and CFC, as it may have been supplemented,
amended, consolidated, or restated from time to time.

7. The Note executed pursuant hereto is as follows:

The Subsidiaries of the Borrower referred to in Section 2.01.B. are: None

9. The date of the Borrower's balance sheet referred to in Section 2.01 .H is June 30, 2006.

CFC LOANAG
AZ014~A-9042-CB001 (JABLONJ)
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10.

11.

to.

The Borrower's exact legal name is: Sulphur Springs Valley Electric Cooperative, Inc.

The Borrower's organizational type is: Corporation

The Borrower is organized under the laws of the state of: Arizona

13. The Borrower's organizational identification number is: 0038220~2

14. The place of business or, if more than one, the chief executive office of the Borrower referred
to in Section 2;01 .I is 311 East Wilcox, Sierra Vista, Arizona 85635.

15. The Governmental Authority
Commission

referred to in Section 2.01.J. is: Arizona Corporation

16. The address for notices to the Borrower referred to in Section 8.01 is 311 East Wilcox,
Sierra Vista, Arizona 85635, Attention: General Manager, Fax: (520) 384-5223.

CFC LOANAG
AZ014-A-9042-CB001 (JABLONJ)
117581 ~2
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Exhibit A - Funds Requisition Statement

Borrower Name 8= ID: Sulphur Springs Valley Electric Cooperative, Inc. (AZ014)
Loan Number AZ014¢A-9042.CB001
Loan Agreement and Project Agreement with CFC dated'
CREBs Series: 2008A
CFC CREBs Application #: 12
Name of Project: Palominos Elementary School District Photovoltaic Solar Automobile

Parking Shade Structure
Funds Requisition Statement NO.:

Amount Requested:
Date Of Advance:

Disposition of Funds (wiring instructions):

Certification

Acting on behalf of the Borrower, I hereby certify that as of the date below: (1) I am duly
authorized to make this certification and to request funds on the terms specified herein,
(2) the Borrower has met all of the conditions contained in the Loan Agreement and the
Project Agreement listed above governing the terms of this Advance that the Borrower is
required to meet prior to an Advance of funds, (3) all of the representations and warranties
contained in said Loan Agreement and Project Agreement are true and will continue to be
true upon use of the funds as hereby requested, (4) no Event of Default, under the Loan
Agreement or the Borrower's Mortgage, has occurred and is continuing, (5) l know of no
other event that has occurred which, with the lapse of time and/or notification to CFC of such
event, or after giving effect to this Advance, would become an Event of Default under the
Loan Agreement or the Borrower's Mortgage, (6) the funds requested herein will be used
only as a reimbursement for the purposes specified in the Loan Agreement and the Project
Agreement, (7) the costs to be reimbursed by the funds requested herein are capital
expenditures and have not previously been reimbursed under a previous Funds Requisition
Statement, (8) the Borrower has secured sufficient funds to complete the Project, (9) any
necessary permits and approvals required for the Project at this point have been obtained;
(10) the Borrower is maintaining a file containing true and correct copies of invoices or bills
of sale covering all items for which payment is sought by this request, (11) such costs have
been incurred and paid by the Borrower in connection with the Project; (12) the Borrower is
not using the funds requested hereby to make any payments of principal or interest due
under the Loan Agreement, (13) no expenditure which is being reimbursed by the funds
requested hereby was paid more than eighteen months after the later of (i) the date the
expenditure is paid or (ii) the date the Project is placed in service, but in no event later than
three years after the date the original expenditure was'paid, and (14) set forth below is a
table listing all of the major components of the Project how much is being requested in this

much has beenFunds Requisition Statement as an advance for certain components, how

CFC LOANAG
AZ014-A-9042-CB001 (JABLONJ)
117581 -2
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advanced on each component to date, the percentage of each component that is completed
to date, and the purpose of the advance(s) being requested by this Funds Requisition
Statement.

I hereby authorize CFC, for and on behalf of the Borrower, to forward this Funds Requisition
Statement to the Trustee for disbursement of the Advance from the Project Account relating
to the above Loan to the Borrower on the following terms, and hereby acknowledge and
agree that such terms shall be binding upon Borrower under the provisions of the Loan
Agreement governing this Advance:

Certified By:

Signature Date Title of Authorized Officer

PLEASE FAX TO 703-709-6776 ATTN : , Associate Vice President

APPROVEDz

NATIONAL RURAL UTILITIES COOPERATIVE FINANCE CORPORATION

By:
Title:
Date:

CFC LOANAG
Az014-A-9042~ce001 (JABLONJ)
117581-2
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EXHIBIT B

BRING-DOWN CERTIFiCATE
OF

BORROWER

T h e  u n d e r s i g n e d , ,  d u l y  q u a l i f i e d  o f f i c e r s  o f  S U L P H U R  S P R I N G S
V A L L E Y  E L E C T R I C  C O O P E R A T I V E ,  I N C .  ( t h e "Borrower" ) , an A r i zona  corpora t i on ,  hereby  cer t i f y
as fo l lows:

1 . T h e  f o l l o w i n g  d o c u m e n t s  h a v e  b e e n  d u l y  e x e c u t e d ,  a n d  d e l i v e re d  o r  a c c e p t e d  i n  t h e
name and on behal f  o f  t he Borrower by the author i zed o f f i cer  or  o f f i cers  o f  t he Borrower pursuant  t o ,
and in  fu l l  compl iance wi th,  author i t y  granted by the Board of  Trustees/D i rectors of  the Borrower:

DOCUMENT DATE OTHER PARW OR PARTIES

Loan Agreement  ( t he
"Agreement " )

1 200_ Nat ional  Rural  Ut i l i t i es Cooperat i ve
F i nance  Corpora t i on ( "CFC" )

Pro jec t  Agreement  ( t he  'P ro jec t
Agreem en t " )

, 20o_

Note ( the "No t e" )
I 2 0 0_

2. Each  o f  t he  represen t a t i ons  and  warran t i es  o f  t he  Bor rower  i n  t he  Loan Agreement  and
the Pro ject  Agreement  are t rue and correct  on and as o f  t he date hereof  ( t he "C los ing Date") , and the
Borrower  has compl i ed  w i t h  a l l  agreements  and sa t i s f i ed  a l l  cond i t i ons  on  i t s  par t  t o  be  observed or
sat isf ied thereunder at  or pr ior to the Closing Date.

In  WITNESS WHEREOF,  the unders igned have hereunto set  t he i r  s ignatures th i s
,  2008.

day  o f

S U L P H U R  S P R I N G S  V A L L E Y  E L E C T R I C
C O O P E R A T I V E ,  I N C .

B y
Ti t le :

B y
Ti t le :

CFC LOANAG
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EXHIBIT C

COMPLETION CERTIFICATE
OF

BORROWER

P u r s u a n t  t o  t h e  L o a n  A g r e e m e n t  d a t e d  a s  o f b y  a n d  b e t w e e n  S U L P H U R
S P R I N G S  V A L L E Y  E L E C T R I C  C O O P E R A T I V E ,  I N C .  ( t h e  "B o r ro w e r " )  a n d  N a t i o n a l  R u ra l  U t i l i t i e s
C oopera t i ve  F i nance  C orpo ra t i on  ( "C FC " )  re l a t i ng  t o  C FC  Loan  N um ber  AZ014-A -9042-C B001  ( t he
" L o a n  A g r e e m e n t " ) ,  t h e  u n d e r s i g n e d , ,  d u l y  q u a l i f i e d  o f f i c e r  o f  t h e
Borrower,  hereby cert i f ies as fo l lows:

( i ) O n  [ d a t e  o f  c o m p l e t i o n ]  a l l  p o r t i o n s  o f  t h e  P r o j e c t  ( a s  d e f i n e d  i n  t h e  L o a n
A g r e e m e n t )  h a v e  b e e n  f u l l y  c o m p l e t e d  s u b s t a n t i a l l y  i n  a c c o r d a n c e  w i t h  a n y  p l a n s  a n d
speci f i cat ions therefore,  as then amended,  and

(i i ) A m o u n t  a d v a n c e d  o n  t h e  L o a n  ( a s  d e f i n e d  i n  t h e  L o a n  A g r e e m e n t )  a n d  t h e
use  o f  t he  p rope r t y  f i nanced ,  re f i nanced  o r  re i m bursed  t he re f rom  w i l l  no t  cause  any  o f  t he
represen t a t i ons  o r  ce r t i f i ca t i ons  con t a i ned  i n  t he  P ro j ec t  Agreement  (as  de f i ned  i n  t he  Loan
Agreement )  to  be unt rue or resul t  in  a v io lat ion of  any covenant  in  the Pro ject  Agreement .

IN WITNESS WHEREOF,  the undersigned have hereunto set  h is/her s ignature th is
,  20 . day  o f

S U L P H U R  S P R I N G S  V A L L E Y  E L E C T R I C
C O O P E R A T I V E ,  I N C .

B y
Ti t le:

CFC LOANAG
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EXHIBIT D

TERMINATION CERTIFICATE
OF

BORROWER

P u r s u a n t  t o  t h e  L o a n  A g r e e m e n t  d a t e d  a s  o f b y  a n d  b e t w e e n  S U L P H U R
S P R I N G S  V A L L E Y  E L E C T R I C  C O O P E R A T I V E ,  I N C .  ( t h e  " B o r ro w e r " )  a n d  N a t i o n a l  R u ra l  U t i l i t i e s
C oopera t i ve  F i nance  C orpo ra t i on  ( "C FC " )  re l a t i ng  t o  C FC  Loan  N um ber  AZ014-A -9042-C B001  ( t he
" L o a n  A g r e e m e n t " ) ,  t h e  u n d e r s i g n e d , ,  d u l y  q u a l i f i e d  o f f i c e r  o f  t h e
Borrower,  hereby cert i f i es as fo l lows:

( i ) a l l  po r t i ons  o f  t he  P ro j ec t  (as  de f i ned  i n  t he  Loan  Ag reem en t )  have  no t  been
fu l l y  completed substant ia l l y  in  accordance wi th any p lans and speci f i cat ions therefor,  as then
a m e n d e d ,

(i i ) no fur ther  acquis i t i on,  const ruct ion or  i nsta l l a t i on w i l l  occur w i th  respect  to  the
Pro ject  (as def ined in  the Loan Agreement ) ,  and

(i i i ) t he  B o r row er  does  no t  i n t end  t o  reques t  any  f u r t he r  A dvances  (as  de f i ned  i n
the Loan Agreement )  on the Loan (as def i ned i n  t he Loan Agreement ) .

In WITNESS WHEREOF,  the undersigned have hereunto set  h is/her s ignature th is
, 2 0 .

day  o f

S U L P H U R  S P R I N G S  V A L L E Y  E L E C T R I C
C O O P E R A T I V E ,  I N C .

B y
Ti t le:

CFC LOANAG
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SECURED PROMISSORY NOTE

$840,000.00 dated as of I2/m 97
SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC., an Arizona corporation

(the "Borrower"), for value received, hereby promises to pay, without setoff, deduction,
recoupment or counterclaim, to the order of NATIONAL RURAL UTILITIES COOPERATIVE
FINANCE CORPORATION (the "Payee"), at its office in Hemdon, Virginia office or such other
location at its office in Hemdon, Virginia or such other location as the Payee may designate to
the Borrower, in lawful money of the United States, the principal sum of EIGHT HUNDRED
FORTY THOUSAND AND 00/100 DOLLARS ($840,000.00), or such lesser sum of  the
aggregate unpaid principal amount of all advances made by the Payee pursuant to that certain
Loan..Agreement dated as of even date herewith between the Borrower and the Payee, as it
may be amended from time to time (herein called the "Loan Agreement"), and to pay interest on
all amounts remaining unpaid hereunder from the date of each advance in like money, at said
office, at the rate and in amounts and payable on the dates provided in the Loan Agreement
together with any other amount payable under the Loan Agreement. If not sooner paid, any
balance of the principal amount and interest accrued thereon shall be due and payable on the
Maturity Date.

This Note is secured under a Restated Mortgage and Security Agreement, dated of
December 6, 2007 between the Borrower and the Payee, as it may have been or shall be
supplemented, amended, consolidated or restated from time to time ("Mortgage"). This Note is
one of the Notes referred to in, and has been executed and delivered pursuant to, the Loan
Agreement.

The principal hereof and interest accrued thereon and any other amount due under the
Loan Agreement may be declared to be forthwith due and payable in the manner, upon the
conditions, and with the effect provided in the Mortgage or the Loan Agreement.

The Borrower waives demand, presentment for payment, notice of dishonor, protest,
notice of protest, and notice of non-payment of this Note.

IN WITNESS WHEREOF the Borrower has caused this Note to be signed in its corporate
name and its corporate seal to be hereunto affixed and to be attested by its duly authorized
officers, all as of the day and year first above written.

SULPHUR SPRINGS VALLEY
ELECTRIC COOPERATIVE, INC.

(SEAL) u
|.By:

Title:

Attest:
seqgtary-

Loan No. AZ014-A-9043-CB001

CFIEDEN w. HUBEI9
CHIEF EXECUTIVE OFFICER

CFC NOTE
Az014-A-9043-CB001 (JABLONJ)
116031 -2
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PROJECT AGREEMENT
I

OF

SULPHURSPRINGS VALLEY ELECTRICCoo1>ERAT1vE, INC. (THE"Bo1eRowER")

DATED: as of I99]/7
The undersigned is a duly qualified officer of the Borrower named above and, as such

officer, is familiar with (i) the properties, affairs and records of the Borrower, (ii) the issuance of
the Securities (as hereinafter defined) and the use of the proceeds thereof as it relates to the
Borrower and (iii) the Project, as hereinafter defined.

In connection with the issuance of the Clean Renewable Energy Bonds (Cooperative
Renewable Energy Projects) Series 2008A (the "Securities "),being issued by the National Rural
Utilities Cooperative Finance Corporation (the "Issuer"), the undersigned hereby certifies and
covenants regarding the use of the proceeds of the Securities advanced to the Borrower, as
follows:

General.

1.1 This Project Agreement is made pursuant to Section 54 of the Internal Revenue
Code of 1986, as amended (the "Code"), and any United States Treasury
regulations and other guidance thereunder to make the certifications required by
Section 54 of the Code and any United Stares Treasury regulations and other
guidance thereunder and to establish the reasonable expectations of the Borrower
with respect to the amount and use of amounts to be advanced to die Borrower
pursuant to the Loan Agreement dated as of even date herewith between the
Issuer and die Borrower (the "Loan Agreement "). Capitalized terms used herein
are definedwhere they Erst appear or are defined in Exhibit A attached hereto .

1.2 This Project Agreement is based on facts and estimates in existence on the date
hereof and the continued veracity of these facts and estimates as of the date that
the Securities are issued (the "Closing") will be confirmed by the Borrower on
the date of Closing, and on the basis of such facts and estimates, the Borrower
expects that the events described herein will occur. To the best of  the
undersigned's knowledge, information, and belief, the expectations contained in
this Project Agreement are reasonable.

1.3 The Borrower is a Qualified Borrower, as defined in Exhibit A, and is responsible
for the acquiring/constructing/equipping of the Project (defined below). The
undersigned has reviewed this Project Agreement, as well as the provisions of
Section 54 of the Code and any United States Treasury regulations and other
guidance thereunder, with its own legal counsel and understands and is familiar
with this Project Agreement and the provisions of Section 54 and any United
States Treasury regulations and other guidance thereunder. The Borrower will

CFC DOC
AZ014-A-9043408001 (JABLONJ)
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comply in all respects with the provisions of Section 54 and any United States
Treasury regulations and other guidance thereunder.

1.4 The Borrower agrees to keep and retain or cause to be kept and retained sufficient
records to demonstrate compliance with the covenants in this Project Agreement.
Such records shall include, but are not limited to, basic records relating to the
issuance of the Securities (including this Project Agreement and the inducement
resolution as described in Section 3.3 hereof), documentation evidencing the
expenditure of  amounts advanced to the Borrower pursuant to the Loan
Agreement, documentation evidencing the use of property financed with amounts
advanced to the Borrower pursuant to the Loan Agreement, and documentation
evidencing all sources of payment or security maintained by the Borrower for
amounts advanced to the Borrower pursuant to the Loan Agreement. Such
records shall be kept until the date three (3) years alter the CREB Maturity Date.

1.5 Neither the Borrower nor any Related Person (as defined in Exhibit A) to the
Borrower will purchase any Securities.

2. Qualified Project.

2.1 The Loan Agreement requires the amounts advanced thereunder to be used for
facilities to be owned by the Borrower, described in more detail in Section 2.2
hereof and in ExhibitB attached hereto as the "Updated Description of the
Project" (the "Project "). The Project was originally described in an exhibit to the
Application for National Clean Renewable Energy Bond Limitation submitted to
the Internal Revenue Service by the Issuer in support of the national clean
renewable energy bond allocation received by the Issuer, which "Original
Description of the Project" is attached hereto as Exhibit C.

2.2 The Project is a Solar Energy Facility (the "Qualuj/ing Facility"), as defined in
Exhibit A and property functionally related and subordinate thereto, as further
described i n Exhibit B, attached hereto.

3. Clean Renewable Energy Bonds Qualification.
I

3.1 At least 95 percent of the proceeds advanced to the Borrower pursuant to the Loan
Agreement will be used by the Borrower for capital expenditures with respect to
the Project. None of the proceeds of the Loan (as defined in the Loan Agreement)
will be paid to the Issuer, the Borrower or any Related Person to the Issuer or the
Borrower, except for amounts paid to the Borrower to reimburse the Borrower for
actual and direct expenditures relating to the Project paid by the Borrower to
persons other than the Issuer, the Borrower or any Related Person to the Issuer or
the Borrower.

3.2 The Borrower has incurred or will, within six months of the Closing Date, incur a
substantial binding obligation (not subject to contingencies within the control of
the Issuer, the Borrower or any Related Person to either of them) to a third party

CFC DOC
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to expend at least ten percent of the Loan Amount (i.e. the total amount to be
advanced to the Borrower pursuant to the Loan Agreement). It is expected that
the work of acquiring/constructing/equipping the Project and the expenditure of
the Loan Amount will proceed with due diligence through July 7, 2008, at which
time it is anticipated that the Loan Amount will have been spent in its entirety.
The Borrower acknowledges that, to the extent that less than 95 percent of the
Loan Amount is expended by a date five years tram the date of issuance of the
Securities, the Borrower will be required to prepay its Loan in an amount, and the
Issuer will redeem Securities at the end of such five-year period in an amount,
necessary to maintain the tax credit with respect to the Securities, unless
otherwise permitted by Section 6.5 hereof

It is expected that all amounts advanced to the Borrower under the Loan
Agreement will be spent to pay costs of the Project in accordance with the
estimated periodic drawdown schedule contained in Exhibit D, attached hereto.
The assumptions set forth in this Section 3.2 and on Exhibit D, attached hereto,
represent the Borrower's best estimate, as of this date, of the periodic drawdown
schedule of the Loan Amount.

3.3 The Borrower may use amounts advanced to the Borrower under the Loan
Agreement to reimburse itself for expenditures paid prior to the date of issuance
of the Securities. The Borrower shall reimburse itself for expenditures paid prior
to the date of issuance of the Securities only if such expenditure was paid alter the
Borrower adopted an inducement resolution, and the expenditure is described in
such inducement resolution.

The Borrower shall use proceeds of the Loan to reimburse itself for
expenditures paid prior to the date the Securities were issued only if such
reimbursement is made within eighteen months after the later of (i) the date
the expenditure is paid or (ii) the date the Project is placed in service, but in
no event later than three years after the date the original expenditure was
paid.

Except for any reimbursement allowed under this Section 3.3, no portion of the
proceeds advanced to the Borrower will be used to pay for expenditures relating
to acquiring existing facilities (as contrasted with costs of enhancements, repair or
rehabilitation of existing facilities).

3.4 Neither the Project nor any portion thereof has been, is expected to be, or will be
sold or otherwise disposed of in whole or in pan, prior to die last maturity date of
the Securities.

3.5 The Borrower has entered into the Loan Agreement of even date hereof under
which it is committed to borrow $840,000 from the Issuer of the Securities and
the Borrower reasonably expects to borrow and expend the full amount of such
commitment.
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3.6 At least 75% of the Loan Amount is expected to be used for Construction
Purposes.

3.7 The Borrower will not use proceeds of the Loan (i) to pre-pay for goods or
services to be received over a period of years prior to the date such goods or
services are to be received, or (ii) to pay for or otherwise acquire goods or
services from anAffiliated Person, as defined inExhibit A.

3.8 The Borrower shall at all times be a QualifiedBorrower.

4. Remedial Action.

4.1 The Borrower agrees to operate the Project as a Qualifying Facility.

The Borrower acknowledges that if property financed with proceeds of the
Securities advanced to the Borrower is operated in a manner other than as a
Qualifying Facility such operation may constitute a "deliberate action" that may
require remedial actions to prevent the tax credit being produced by the Securities
from being disallowed.

The Borrower shall promptly contact the Issuer as provided in Section 6.3 hereof
if it considers operating property financed with proceeds of the Loan other than as
a Qualifying Facility.

4.2 The Borrower acknowledges that if property financed with proceeds of the Loan
is sold or otherwise disposed of in a manner contrary to the provisions of
Section 3.4 hereof; such sale or disposition may constitute a "deliberate action"
that may require remedial actions to prevent the tax credit being produced by the
Securities from being disallowed. If the Borrower considers the sale or other
disposition of property financed with proceeds of the Loan, it shall promptly
contact the Issuer, in the manner set forth in Section6.3hereof

5. Funds and Accounts. Investments.

5.1 After the issuance of the Securities, neither the Borrower nor any Related Person
to the Borrower has or will have any property, including cash, securities or any
other property held as a passive vehicle for the production of income or for
investment purposes, that constitutes:

(i) amounts that have a sufficiently direct nexus to the Securities or to
the governmental purpose of the Securities to conclude that the amounts would
have been used for that govennnental purpose if the Securities were not used or to
be used for that governmental purpose (the mere availability or preliminary
earrnarldng of such amounts for a governmental purpose, however, does not itself
establish such a sufficient nexus);
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(ii) amounts in a debt service fund, redemption fund, reserve fund
replacement fund or any similar fund to the extent reasonably expected to be used
directly or indirectly to pay principal of or interest on the Securities or any
amounts for which there is provided, directly or indirectly, a reasonable assurance
that the amount will be available to pay principal of or interest on the Securities or
any credit enhancement or liquidity device with respect to the Securities, even if
the Issuer, the Borrower or any Related Person to either of them encounter
financial difficulties; or

(i i i ) any amounts held pursuant to any agreement (such as an agreement
to maintain certain levels of types of assets) made for the benefit of the holders of
the Securities or any credit enhancement provider, including any liquidity device
or negative pledge (e.g., any amount pledged to pay principal of or interest on an
issue held under an agreement to maintain the amount at a particular level for the
direct or indirect benefit of holders of the Securities or a guarantor of the
Securities)

No compensating balance, liquidity account, negative pledge of property held for
investment purposes required to be maintained at least at a particular level or
similar arrangement exists with respect to, in any way, the Securities or any credit
enhancement or liquidity device related to the Securities

5.2 During the acquiring/constructing/equipping of the Project, the Borrower will
only draw down amounts from the Issuer for capital expendiMres already paid by
the Borrower

5.3 Neither the Borrower nor any Related Person to the Borrower will enter into any
hedge (e.g., an interest rate swap, interest rate cap, futures contract, forward
contract or an option) with respect to the Loan or the Securities

5.4 All property subject to the Mortgage is and will be used by the Borrower in the
conduct of its trade or business. The Borrower reasonably expects to repay the
Loan from current operating revenues. The Mortgage does not require that cash
securities, obligations, annuity contracts or other property held principally as a
passive vehicle for the production of income be maintained, individually or
collectively, at any particular level

Miscellaneous

6.1 This Project Agreement shall be governed by and construed in accordance with
the laws of the Commonwealth of Virginia

6.2 Prior to the date 15 days before the Securities were sold, neither the Borrower nor
any Related Person to the Borrower has sold or delivered any obligations that are
reasonably expected to be paid out of substantially the same source of funds as the
Securities. Neither the Borrower nor any Related Person to the Borrower will sell
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or deliver within 15 days after the date hereof any obligations that are reasonably
expected to be paid out of substantially the same source of funds as the Securities.

6.3 All notices provided for herein shall be given or made in writing (including,
without limitation, by telecopy) and delivered to the Issuer at the "Address for
Notices" specified below. All such communications shall be deemed to have
been duly given (i) when personally delivered including, without limitation, by
overnight mail or courier service, (ii) in the case of notice by United States mail,
certified or registered, postage prepaid, return receipt requested, upon receipt
thereof; or (iii) in the case of notice by telecopy, upon transmission thereof]
provided such transmission is promptly confirmed by either of the methods set
forth in clauses (i) or (ii) above in each case given or addressed as provided for
herein. The Address for Notices of the Issuer is as follows:

National Rural Utilities Cooperative Finance Corporation
2201 Cooperative Way
Herndon, Virginia 20171-3025
Attention: Senior Vice President - Member Services
Fax #703-709-6776

6.4 The Borrower represents that it has not been contacted by the Internal Revenue
Service or any issuer of bonds, the proceeds of which were loaned to the
Borrower regarding any examination of any tax exempt bonds issued for the
benefit of the Borrower. To the best Of the lmowledge of the Borrower, no such
obligations of the Borrower are currently under examination by the Internal
Revenue Service.

6.5 Any restriction or covenant contained herein need not be observed or may be
changed if such nonobservance or change will not result in the loss of any tax
credit under Section 54 of the Code for the purpose of federal income taxation to
which the Securities is otherwise entitled and the Borrower receives an opinion of
Bond Counsel to such effect and the Issuer agrees to such nonobservance or
change.

6.6 If any clause, provision or section of this Project Agreement is ruled invalid by
any court of competent jurisdiction, the invalidity of such clause, provision or
section shall not affect any of the remaining clauses, sections or provisions hereof

6.7 The terms, provisions, covenants and conditions of this Project Agreement shall
bind'and inure to the benefit of the respective successors and assigns of the Issuer
and the Borrower.

6.8 This Project Agreement shall terminate on the date three (3) years after the CREB
Maturity Date.

E
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The undersigned acknowledge that this Project Agreement is given as a basis for an
opinion of the law Et of Chapman and Cutler LLP, Chicago, Illinois, and such firm is hereby
authorized to rely on this Project Agreement

DATED as of the day and year first above written

SULPHUR SPRINGS VALLEY ELECTRIC
COOPERATIVE, INC

By
Title AS. ,T
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EXHIBIT A

DEFINITIONS

"Affiliated Person " means any Person that (a) at any time during the six months prior to
the Closing Date, (i) has more than five percent of the voting power of the governing body of the
Issuer or the Borrower in the aggregate vested in its directors, officers, owners, and employees or
(ii) has more than five percent of the voting power of its governing body in the aggregate vested
in directors, officers, board members, owners, members or employees of the Issuer or the
Borrower or (b) during the one-year period beginning six months prior to the Closing Date, (i)
the composition of the governing body of which is modified or established to reflect (directly or
indirectly) representation of the interests of the Issuer or the Borrower (or for which an
agreement, understanding, or arrangement relating to such a modification or establishment
during that one-year period) or (ii) the composition of the governing body of the Issuer or the
Borrower is modified or established to reflect (directly or indirectly) representation of the
interests of such Person (or for which an agreement, understanding, or arrangement relating to
such a modification or establishment during that one-year period).

"Bond Counsel" means Chapman and Cutler LLP or any other nationally recognized
firm of attorneys experienced in the field of municipal obligations whose opinions are generally
accepted by purchasers of municipal obligations.

"Closing Date " means the date the Issuer issues the Securities.

"Code " means the Internal Revenue Code of 1986, as amended.

I

I

"Constructed Personal Property" means tangible personal property (or, if acquired
pursuant to a single acquisition contract, properties) or Specially Developed Computer Software
if (i) a substantial portion of the property or properties is completed more than six (6) months
after the earlier of the date construction or rehabilitation commenced and the date the Borrower
entered into an acquisition contract, (ii) based on the reasonable expectations of the Borrower, if
any, or representations of the person constructing the property, with the exercise of due
diligence, completion of construction or rehabilitation (and delivery to the issuer) could not have
occurred within that six-month period; and (iii) if the Borrower itself builds or rehabilitates die
property, not more Gran 75 percent of the capitalizable cost is attributable to property acquired by
the Borrower (e.g., components, raw materials, and other supplies).

"Construction Purposes " means capital expenditures that are allocable to the cost of Real
Property or Constltxcted Personal Property. Except as provided in the next succeeding sentence,
construction expenditures do not include expenditures for acquisitions of interests in land or
other existing real property. Expenditures are not for the acquisition of an interest in existing
real property other than land if the contract between the seller and the Borrower requires the
seller to build or install the property (e.g., a turnkey contract), but only to the extent that the
property has not been built or installed at the time the parties enter into the contract.
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"Control" means the possession, directly or indirectly through others, of either of the
following discretionary and non-ministerial rights or Powers over another entity (i) to approve
and to remove without cause a controlling portion of the governing body of a Controlled Entity,
or (ii) to require the use of funds or assets of a Controlled Entity for any purpose.

"Controlled Entity" means any entity or one of a group of entities that is subject to
Control by a Controlling Entity or group of Controlling Entities.

"Controlled Group "means a group of entities directly or indirectly subject toControl by
the same entity or group of entities, including the entity that has the Control of the other entities.

"Controlling Entity" means any entity or one of a group of entities directly or indirectly
having Control of any entities or group of entities.

"CREB Maturity Date " shall have the meaning ascribed to it in the Loan Agreement.

"Governmental Body" means any State, territory, possession of the United States, the
District of Columbia, Indian tribal government, and any political subdivision thereof

"Mortgage " means the mortgage and security agreement applicable to substantially all of
the property of the Borrower.

I

"Qualified Borrower" means (i) a mutual or cooperative electn'c company described in
Sections 501(c)(12) or 1381(a)(2)(C) of the Code, or (ii) a Governmental Body (as defined
above).

"ReaI Property" means land and improvements to land, such as buildings or other
inherently permanent structures, including interests in real property, For example, real property
includes wiring in a building, plumbing systems, central heating or air-conditioning systems,
pipes or ducts, elevators, escalators installed in a building, pavedparking areas, roads,wharves
and docks, bridges, and sewage lines.

"Related Person " means any member of the same Controlled Group as the Issuer or the
Borrower and any person related to the Issuer or a Borrower within the meaning of
Section 144(a)(3) of the Code.

"Solar Energy Facility " means a facility using solar energy toproduce electricity.

"Specially Developed Computer Software" means any programs or routines used to
cause a computer to perform a desired task or set of tasks, and the documentation required to
describe and maintain those programs, provided that the software is specially developed and is
tiunctionally related and subordinate to real property or other constructed personal property.

"Tangible Personal Property" means any tangible property other than real property,
including interests in tangible personal property. For example, tangible personal property
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includes machinery that is not a structural component of a building, subway cars, fire trucks,
automobiles, office equipment, testing equipment, and furnishings.
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EXHIBIT B

UPDATED DESCRIPTION OF THE PROJECT

CFC Application
Bond Proceeds Needed for Project:
Bond Allocation Requested and Received:

No. 13 Sulfur Springs Valley EC, Inc.

$840,000
$840,000

Name of Project

Project Street Addresses

Patagonia School District Photovoltaic Solar Automobile
Parking Shade Structure

Patagonia Elementary School
100 School Street
Patagonia, AZ 85624

Patagonia Union High School
Highway 82
Patagonia, AZ 85624

Patagonia Middle School
Highway 82
Patagonia, AZ 85624

Phone
Fax
County

(520)394-3000
(520) 394-3001
Santa Cruz County

Individual Name to Contact
Company Name
Street Address
City, State, Zip
Telephone Number
Fax

Jack Blair
Sulfur Springs Valley Electric Cooperative, Inc.

311 E. Wilcox Drive
Sierra Vista, AZ 85635
(520) 515-3470
(520)458-3467

Updated Detailed Description of the Project:

A cantilevered shade structure ata school on the top of whichwill be constructed a23kW solar
photovoltaic system to supply power to the school. Excess powerwill flow on to the SSVEC
system.
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EXHIBIT C

ORIGINAL DESCRIPTION OF THE PROJECT

[COPY oF EXH1B1T A To ISSUER APPLICATION To THE IRS]
CLEAN RENEWABLE ENERGY BONDS A1>pucAT1on

EXHIBIT A

SULPHUR SPRINGS VALLEY ELECTR1C COOPERATIVE, INC.

PATAGON1A School. D1sTR1cT PHOTOVOLTAIC SQLAR SHADE STRUCTURE

This project will place photovoltaic modules costing $280,000 each, that will produce 23 kW of
electricity in the shade structures in the three Patagonia School District schools. The PV structure
will provide electricity to the respective school at no charge. There will also be a cable
connection to a computer in the library of each school to show students how the system is
working.

This project is the identical project that Navopache Electric Cooperative in Arizona built in 2001
that continues to function with no issues/problems .

SSVEC wil l  operate and maintain the structure. Any excess power produced wil l  f low back to
the SSVEC grid.

The PV structures at the schools wil l  signif icantly reduce their electric bi l ls, which have been
disproportionately large due to the per meter monthly surcharges mandated by the Environmental
Portfolio Program (EPP), and approved by the Arizona Corporation Commission. All customers
pay the EPP fees to SSVEC, which uses them to fund renewable energy projects. Since each
school has many meters, they pay the EPP a disproportionately large amount of dollars. The
benefit of reduced electric bills will offset their payments into the fund.

The RFP issued by Sulphur Springs Valley Electdc Cooperative follows.

CFC DOC
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SULPHUR SPR1NGS VALLEY ELECTRIC COOPERATIVE. INC
A TOUCHSTONE ENERGY® COOPERATiVE

FOR THE ELECTRIC COOPERATIVES IN THE STATE OF ARIZONA

REQUEST
A

PROPOSAL

For

A Pl-IOTOVOLTAIC SysTE1v1
USED FOR

SHADE STRUCTURES
FOR

PUBLIC BUILDINGS

ISSUED: AUGUST 1. 2005

Narrative: The Electric Cooperatives in Arizona (Duncan Valley EC, Graham County
EC, Mohave EC, Navopache EC, Sulphur Springs Valley EC, Trico EC and Arizona Electric
Power Cooperative, Inc.) request a proposal for a modular designed system to supply a 10 W to
30 kW Photovoltaic (PV) system. System size is relative to the space available for the PV panels
on each site. System may consist of multiple free standing modules interconnected to meet the 10
to 30 kW size requirement. Modules to be used as freestanding carports or freestanding covers
for walkways to provide shade. These systems are to be used at public buildings to increase the
awareness of PV systems and operations and systems will be sized based on the available space.
Base pricing for 10, 15, 20, 25, and 30 kW systems are requested (systems may be rounded to the
nearest 5 kW increment). The interconnection cost from the PV system to nearest distribution
panel will be on a case by case basis due to the variation in sites. This RFP is not all inclusive
and contractor may include other specifications or requirements they feel are necessary for a
Sl1cc€ssflll venture.

This RFP is released on August 1, 2005 and response must be in a written proposal by
October l, 2005. For questions or clarification of details please contact Albert Gomez (520-515-
3473) or David Bane (520-515-3472).

SCOPE OF WORK 0 THE CONTRACTOR WILL BE RESPONSIBLE FOR THE FOLLOWING!

•

•

•

Structural design of the supporting PV structures (carport and walkway)
One line circuit diagrams for approval by local Cooperative's engineering department
Complete wiring diagrams (to be included in owner manual)
Isolation transformers as neededtomeet the NEC
Purchaseandinstallation of all components
Systems test period of 4-6 weeks prior to transfer of title of equipment to site owner
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•

•

•

•

•

•

Any required Permits (Cooperative will reimburse actual cost of permits)
Meter socket on the A/C output of Me inverters)
Interconnection with Customers electric service
Fencing around inverters and other equipment as required for security and public safety
Project to meet or exceed SunWatts standards
Basic training for site owner / site operator
Operators Manual

THE COOPERATIVE WILL PROVIDE THE FOLLOWINGS

Meter to measure AC output from PV system to owners electric panel
Written permission &Oni site owner to build the PV Module
Act as thepoint of contact with the installation Contractor on behalf of the site owner

STRUCTURAL DESIGN REQUIREMENTS :

The basic structure is to support the PV cells but must be able to work as a carport with all the
required clearances. Support should be in a cantilever style to allow easy parking, spacing on
vertical supports should be in multiples of 10 feet to be able to match typical parklmg lot spacing,
height should allow the parking of full size passenger vans, and structure does not have to be
water proof (providing shade to vehicles is secondary to the production of energy). Sample
profile (to show intent not required design) is on page 4. Ideal structure would have the ability to
support PV panels that would be effective if the long side of the structure is in a North-south as
well as East~West orientation.

PV DESIGN REQUIREMENTS :

•

•

PV panels shall have warranty for a minimum of 15 years to cover rated output (output
degradation not to exceed 20% over life of panel)
All system components will be UL certified
System will include isolation transformers per section 250-30 of the NEC
Polyphase inverter with voltage to match customer's system
Inverter to match capacity of project
15 year manufacturers warranty on Inverter (contractor may use an extended warranty

insurance policy to meet 15 year requirement)
Contractor will warranty repair labor at 100% for first 5 years, 66% of labor for second 5

years, and 33% of labor for remaining 5 years, (limited to warranty repairs)
Interconnection costs from site of PV system to nearest practical distribution panel will be

on a case by case basis, (site selection process will keep this as short as possible)

SUNWAT*rSREQUIREMENTS :

One-line drawings subject to approval by local Cooperative's engineering department
Units to operate in parallel with grid
Includes protection for out of frequency problems
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Low harmonics
Inverter must disconnect in the event grid power is lost
Lockable safety switch located between the inverter and meter socket

TRAINn~1G REQUIREMENTS :

The Contractor will prov ide suff icient time with the site owner to explain how to

identify any system warning lights or displays. Contractor will also provide system manual with
basic operating inshucdons and all the associated warranty information and manufacturer
contacts listed.

disconnect the system, locate inverter, identify all junction boxes between the modules, and
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EXHIBIT D

MONTHLY DRAWDOWN SCHEDULE OF AMOUNTS TO BE ADVANCED TO THE
BORROWER PURSUANT TO THE LOAN AGREEMENT

DATE on WH1CH Paocsans ARE
EXPECTED To BE EXPBNDED

AMOUNTS OF PROCEEDS TO BE
EXPENDED

June 23,  2008 $280,000

June 30,  2008 $280,000

July 7,  2008 $280,000
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SPPJNGS VA=LLEY ELECTRICCOOPEREATIVE, mc.

To

NATIONAL RURAL UT1uTII8s
COOPERATIVE FINANCE CORPORATION

ISSU€t

LOAN AGREEMENT

Dated as of 9 / , 2 0 0 j

(Cooperative
i;>fNationalRural

Cleaj1¥Renewable Energy Bonds
Renewable Energy Projects) Series 2008A

Utilities£30Dpe1?atim¢.Einat1ce Corpérizticrii
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LOAN AGREEMENT

LOAN AGREEMENT (this "Agreement") dated as of ,
between SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC. ("Borrower"), a
corporation organized and existing under the laws of the State of Arizona and NATIONAL RURAL
uTILizEs COOPERATIVE FINANCE CORPORATION ("CFC"), a cooperative association
organized and existing under the laws of the District of Columbia.

RECITALS

WHEREAS, the Borrower has applied to CFC for a loan for the purposes set forth in
Schedule 1 hereto, and CFC is willing to make such a loan to the Borrower on the terms and
conditions stated herein, and

WHEREAS, the Borrower has agreed to execute a promissory note to ev idence an
indebtedness in the aggregate principal amount of the CFC Commitment (as hereinafter defined).

NOW, THEREFORE, for and in consideration of the premises and the mutual covenants
hereinafter contained, the parties hereto agree and bind themselves as follows:

ARTICLE I

DEFINITIONS

Section 1.01 For purposes of this Agreement, the following capitalized terms shall have the
following meanings (such definitions to be equally applicable to the singular and the plural form
thereof). Capitalized terms that are not defined herein shall have the meanings as set forth in the
Mortgage.

"Accountlng Requirements" shall mean any system of accounts prescribed by a federal
regulatory authority having jurisdiction over the Borrower or, in the absence thereof, the requirements
of GAAP applicable to businesses similar to that of the BorTower.

"Advance" shall mean each advance of funds by CFC to the Borrower pursuant to the terms
and conditions of this Agreement, including the Initial Advance and the Primary Advance.

"Authorized Officer of the Borrower" means the Chairman, General Manager or Chief
Financial Officer of the Borrower or any other person authorized by the Board of the Borrower so to
act or any other person performing a function similar to the function performed by any such officer or
authorized person.

"Average DSC Ratio" shall mean the average of the Borrower's two highest annual DSC
Ratios during the most recent three calendar years.

"Bond CounseI" means an attorney at law or a firm of attorneys (designated by CFC and
acceptable to the Trustee) of nationally recognized standing in matters pertaining to the tax-exempt
nature of interest or tax credits on bonds issued by states and their political subdivisions, duly
admitted to the practice of law before the highest court of any state of the United States of America.
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Business Day" shall mean any day that both CFC and the depository institution CFC
utilizes for funds transfers hereunder are open for business

CFC Commitment" shall have the meaning as defined in Schedule 1

CFC CREB Rate" shall mean the interest rate charged by CFC for loans made by CFC from
proceeds of the CREBs which rate shall not exceed one hundred and fifty basis points (150/100 of
1%) per annum

Closing Date" shall mean the date CFC issues the CREBs

Code" shall mean the Internal Revenue Code of 1986, as supplemented and amended

Completion Certificate" shal l  mean . the cert i f icate of  the Borrower required
Section 5.01 .P of this Agreement, substantially in the form of Exhibit C hereto

by

CREBS" shall mean the series of Securities issued by CFC to provide financing for the
Project

CREB Maturity Date" shall mean the maturity date of the CREBs, which shall be the
December 15th prior to the Maximum CREB Term Anniversary Date

Debt Service Coverage ("DSC") Ratio" shall mean the ratio determined as follows: for any
calendar year add (i) Operating Margins, (ii) Non-Operating Margins--Interest, (iii) Interest Expense
(iv) Depreciation and Amortization Expense, and (v) cash received in respect of generation and
transmission and other capital credits, and divide the sum so obtained by the sum of all payments of
Principal and interest Expense required to be made during such calendar year, provided, however
that in the event that any amount of Long-Term Debt has been refinanced during such year, the
payments of Principal and Interest Expense required to be made during such year on account of
such refinanced amount of Long-Term Debt shall be based (in lieu of actual payments required to be
made on such refinanced amount of Long-Term Debt) upon the larger of (i) an annualization of the
payments required to be made with respect to the refinancing debt during the portion of such year
such refinancing debt is outstanding or (ii) the payment of Principal and interest Expense required to
be made during the following year on account of such refinancing debt

Default Rate" shall mean a rate per annum equal to one hundred and fifty basis points
(1501100 of 1%)

Depreciation and Amortization Expense" shal l  mean an amount consti tut ing the
depreciation and amortization of the Borrower computed pursuant to Accounting Requirements

Determination of Tax Credit ineligibility" shall mean a determination that a particular
series of Securities does not qualify for a tax credit for the owner thereof under Section 54 'of the
Code, which determination shall be deemed to have been made upon the occurrence of the first to
occur of the following

(a) the date on which CFC determines that there is a significant likelihood that a
particular series of Securities may not qualify for a tax credit, if  such determination is
supported by a written opinion of Bond Counsel to that effect, or
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(b) the date on which CFC shall receive notice in writing that the Trustee has been
advised by the owner of any Security that a particular series of Securities does not qualify for
a tax credit for the owner thereof, based upon a final determination made either by: (A) the
Internal Revenue Service in a published or private ruling or technical advice memorandum or
(B) any court of competent jurisdiction in the United States of America, as a result of a failure
by CFC or any borrower to observe any agreement or representation in the Tax Compliance
Agreement or a Loan Agreement or Project Agreement relating to the proceeds of the
Securities. Any such determination will not be considered final for this purpose unless the
Owner of the Securities involved in the proceeding or action resulting in the determination (i)
gives CFC and the Trustee prompt written notice of the commencement thereof and (ii) if
CFC agrees to pay all expenses in connection therewith and to indemnify such Owner of the
Securities against all liabilities in connection therewith, offers CFC an opportunity to contest
the determination, either directly or in the name of the Owner of the Securities, and until
conclusion of any review, if sought.

"Distributions" shall mean, with respect to the Borrower, any dividend, patronage refund,
patronage capital retirement or cash distribution to its members, or consumers (including but not
limited to any general cancellation or abatement of charges for electric energy or services furnished
by the Borrower). The term "Distribution" shall not include (a) a distribution by the Borrower to the
estate of a deceased patron, (b) repayment by the Borrower of a membership fee upon termination of
a membership, or (c) any rebate to a patron resulting from a cost abatement received by the
Borrower, such as a reduction of wholesale power cost previously incurred.

"Draw Period" shall have the meaning as described in Schedule 1 hereto.

"Environmental Laws" shall mean all laws, rules and regulations promulgated by any
Governmental Authority, with which Borrower is required to comply, regarding the use, treatment,
discharge, storage, management, handling, manufacture, generation, processing, recycling,
distribution, transport, release of or exposure to any Hazardous Material.

"Equity" shall mean the aggregate of the Borrower's equities and margins computed
pursuant to Accounting Requirements.

"Event of Default" shall have the meaning as described in Article VI hereof.

"Funds Requisition Statement" shall mean the certificate of the Borrower, in the form set
forth as Exhibit A to this Agreement, by which the Borrower will obtain an advance of funds from CFC
under the Loan.

"GAAP" shall mean generally accepted accounting principles set forth in the opinions and
pronouncements of the Accounting Principles Board and the American Institute of Certified Public
Accountants and statements and pronouncements of the Financial Accounting Standards Board.

"Governmental Authority" shall mean the government of the United States of America, any
other nation or government, any state or other political subdivision thereof, whether state or local,
and any agency, authority, instrumentality, regulatory body, court or other entity exercising executive,
legislative, judicial, taxing, regulatory or administrative Powers or functions of or pertaining to
government.

"Hazardous Material" shall mean any (a) petroleum or petroleum products, radioactive
materials, asbestos-containing materials, polychlorinated biphenyls, lead and radon gas, and (b) any
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other substance designated as hazardous or toxic or as a pollutant or contaminant under any
Environmental Law.

"Indenture"shall mean the Indenture between CFC and U.S. Bank Trust Company National
Association, relating to the first issue of Securities, pursuant to which the Securities, including the
CREBs are issued, as supplemented and amended.

"Initial Advance" shall mean the Advance made by CFC on the Closing Date pursuant to
Section 3.02.A hereof to fund a portion of CFC's costs in issuing the CREBS attributable to the CFC
Commitment, including, but not limited to, original issue discount, underwriting discount and other
costs of issuance, including, without limitation, rating agency costs and legal, underwriting and
Trustee expenses.

"Interest Expense" shall mean an amount constituting the interest expense with respect to
Long-Term Debt of the Borrower computed pursuant to Accounting Requirements. In computing
Interest Expense, there shall be added, to the extent not otherwise included, an amount equal to 33-
1/3% of the excess of Restricted Rentals paid by the Borrower over 2% of the Borrower's Equity.

"Lien" shall mean any statutory or common law consensual or non-consensual mortgage,
pledge, security interest, encumbrance, lien, right of set off, claim or charge of any kind, including,
without limitation, any conditional sale or other title retention transaction, any lease transaction in the
nature thereof and any secured transaction under the Uniform Commercial Code.

"Loan" shall mean the loan made by CFC to the Borrower, pursuant to this Agreement and
the Note, in an aggregate principal amount not to exceed the CFC Commitment.

"Loan Capital Term Certificate" or "LCTC" shall mean a certificate, or book entry form of
account, evidencing the Borrower's purchase of equity in CFC.

"Loan Documents" shall mean this Agreement, the Note, the Mortgage, the Project
Agreement and all other documents or instruments executed, delivered or executed and delivered by
the Borrower and evidencing, securing, governing or otherwise pertaining to, the Loan.

"Long-Term Debt" shall mean an amount constituting the long-term debt of the Borrower
computed pursuant to Accounting Requirements.

"Maturity Date" shall mean the Payment Date immediately prior to the CREB Maturity Date
permitted for the CREBs under Seetion 54(e)(2) of the Code as in effect on the Closing Date.

"Maximum CREB Term Anniversary Date"shall mean the anniversary of the Closing Date
that occurs at the maximum term permitted for the CREBs under Section 54(e)(2) of the Code as in
effect on the Closing Date.

"Mortgage"shall have themeaningas described in Schedule 1 hereto.

"Mortgaged Property"shall have the meaning ascribed to it in the Mortgage.

"Non-Operating Margins-Interest" shall mean the amount representing the interest
component of non-operating margins of the Borrower computed pursuant to Accounting
Requirements.

ll
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"Note" shall mean the secured promissory note, payable to the order of CFC, executed by
the Borrower, dated as of even date herewith, pursuant to this Agreement as identified on Schedule
1 hereto and shall include any substitute note or modification thereto.

"Obligations" shall mean any and all liabilities, obligations or indebtedness owing by the
Borrower to CFC, of any kind or description, irrespective of whether for the payment of money,
whether direct or indirect, absolute or contingent, due or to become due, now existing or hereafter
arising.

"Operating Margins" shall mean the amount of patronage capital and operating margins of
the Borrower computed pursuant to Accounting Requirements.

"Payment Date" shall mean the first (let) day of each of March, June and September and
December.

"Payment Notice" shall mean a notice furnished by CFC to the Borrower that indicates the
amount of each payment of interest or interest and principal and the total amount of each payment
due.

"Permitted Encumbrances" shall have the meaning ascribed to it in the Mortgage.

"Person" shall mean natural persons, cooperatives, corporations, limited liability companies,
limited partnerships, general partnerships, limited liability partnerships, joint ventures, associations,
companies, trusts or other organizations, irrespective of whether they are legal entities, and
Governmental Authorities.

"Primary Advance" shall mean the Advance made by CFC to the Borrower pursuant to
Section 3.02.B hereof two Business Days after the Closing Date to reimburse Borrower for costs of
the Project.

"Principal" shall mean the amount of principal billed on account of Long-Term Debt of the
Borrower computed pursuant to Accounting Requirements.

"Project" shall mean the project being financed pursuant to the Loan, as further described in
Schedule 1.

"Project Account" means an account created pursuant to the Indenture within the Project
Fund related to the CREBs.

"Project Agreement" shall mean the Project Agreement, dated as of even date herewith,
executed by the Borrower with respect to the Project and the CREBs.

"Project Fund" means the Project Fund created and identified as such in the Indenture.

"Restricted Rentals" shall mean all rentals required to be paid under finance leases and
charged to income, exclusive of any amounts paid under any such lease (whether or not designated
therein as rental or additional rental) for maintenance or repairs, insurance, taxes, assessments,
water rates or similar charges. For the purpose of this definition the term "finance lease" shall mean
any lease having a rental term (including the term for which such lease may be renewed or extended
at the option of the lessee) in excess of three (3) years and covering property having an initial cost in
excess of $250,000 other than automobiles, trucks, trailers, other vehicles (including without
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limitation aircraft and ships), office, garage and warehouse space and office equipment (including
without limitation computers).

"Securities" shall mean one or more series of dean renewable energy bonds issued by CFC
under the Indenture.

"Subsidiary" as to any Person, shall mean a corporation, partnership, limited partnership,
limited liability company or other entity of which shares of stock or other ownership interests having
ordinary voting power (other than stock or such other ownership interests having such power only by
reason of the happening of a contingency) to elect a majority of the board of directors or other
managers of such entity are at the time owned, or the management of which is otherwise controlled,
directly or indirectly through one or more intermediaries, or both, by such Person. Unless otherwise
qualified, all references to a "Subsidiary" or to "Subsidiaries" in this Agreement shall refer to a
Subsidiary or Subsidiaries of the Borrower.

"Tax Compliance Agreement" means a tax compliance certificate and agreement of CFC
with respect to a series of Securities, as accepted by the Trustee, as amended.

"Termination Certificate" shal l  mean the cert i f icate of  the Borrower requi red by
Section 5.01.Q of this Agreement, substantially in the form of Exhibit D hereto.

"Total Assets" shall mean an amount constituting the total assets of the Borrower computed
pursuant to Accounting Requirements.

"Total Utility Plant" shall mean the amount constituting the total utility plant of the Borrower
computed pursuant to Accounting Requirements.

"Trustee" shall mean U.S. Bank Trust Company National Association and its successors and
assigns.

ARTICLE II

REPRESENTATIONS AND WARRANTIES

Section 2.01 The Borrower represents and warrants to CFC that as of the date of this
Agreement:

A. Good Standing. The Borrower is duly organized, validly existing and in good
standing under the laws of the jurisdiction of its incorporation or organization, is duly qualified to do
business and is in good standing in those states in which it is required to be qualified to conduct its
business. The Borrower is a member in good standing of CFC.

B. Subsidiaries and Ownership. Schedule 1 hereto sets forth a complete and accurate
list of the Subsidiaries of the Borrower showing the percentage of the Borrower's ownership of the
outstanding stock, membership interests or partnership interests, as applicable, of each Subsidiary.

C. Authority; Validity. The Borrower has the power and authority to enter into this
Agreement, the Note, the Project Agreement and the Mortgage, to make the borrowing hereunder, to
execute and deliver all documents and instruments required hereunder and to incur and perform the
obligations provided for herein, in the Note, in the Project AgreeMent and in the Mortgage, all of
which have been duly authorized by all necessary and proper action, and no consent or approval of
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any Person, including, as applicable and without limitation, members of the Borrower, which has not
been obtained is required as a condition to the validity or enforceability hereof or thereof.

Each of this Agreement, the Note, the Project Agreement and the Mortgage is, and when fully
executed and delivered will be, legal, valid and binding upon the Borrower and enforceable against
the Borrower in accordance with i ts terms, subject to appl icable bankruptcy, insolvency,
reorganization, moratorium or other laws affecting creditors' rights generally and subject to general
principles of equity.

D. No Conflieting Agreements. The execution and delivery of the Loan Documents
and performance by the Borrower of the obligations thereunder, and the transactions contemplated
hereby or thereby, will not: (i) violate any provision of law, any order, rule or regulation of any court or
other agency of government, any award of any arbitrator, the articles of incorporation or by-laws of
the Borrower, or any indenture, contract, agreement, mortgage, deed of trust or other instrument to
which the Borrower is a party or by which it or any of its property is bound, or (ii) be in conflict with,
result in a breach of or constitute (with due notice and/or lapse of time) a default under, any such
award, indenture, contract, agreement, mortgage, deed of trust or other instrument, or result in the
creation or imposition of any Lien (other than contemplated hereby) upon any of the property or
assets of the Borrower.

The Borrower is not in default in any material respect under any agreement or instrument to which it
is a party or by which it is bound and no event or condition exists which constitutes a default, or with
the giving of notice or lapse of time, or both, would constitute a default under any such agreement or
instrument.

Taxes. The Borrower, and each of its Subsidiaries, has filed or caused to be filed all
federal, state and local tax returns which are required to be filed and has paid or caused to be paid
all federal, state and local taxes, assessments, and governmental charges and levies thereon,
including interest and penalties to the extent that such taxes, assessments, and governmental
charges and levies have become due, except for such taxes, assessments, and governmental
charges and levies which the Borrower or any Subsidiary is contesting in good faith by appropriate
proceedings for which adequate reserves have been set aside.

E.

F. Licenses and Permits. The Borrower has duly obtained and now holds all licenses,
permits, certifications, approvals and the like necessary to own and operate its property and business
that are required by Governmental Authorities and each remains valid and in full force and effect.

G. Litigation. There are no outstanding judgments, suits, claims, actions or proceedings
pending or, to the knowledge of the Borrower, threatened against or affecting the Borrower, its
Subsidiaries or any of their respective properties which, if adversely determined, either individually or
collectively, would have a material adverse effect upon the business, operations, prospects, assets,
liabilities or financial condition of the Borrower or its Subsidiaries. The Borrower and its Subsidiaries
are not, to the Borrower's knowledge, in default or violation with respect to any judgment, order, writ,
injunction, decree, rule or regulation of any Governmental Authority which would have a material
adverse effect upon the business, operations, prospects, assets, liabilities or financial condition of the
Borrower or its Subsidiaries.

H. Financial Statements. The balance sheet of the Borrower as at the date identified in
Schedule 1 hereto, the statement of operations of the Borrower for the period ending on said date,
and the interim financial statements of the Borrower, all heretofore furnished to CFC, are complete
and correct. Said balance sheet fairly presents the financial condition of the Borrower as at said date
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and said statement of operations fairly reflects its operations for the period ending on said date. The
Borrower has no contingent obligations or extraordinary forward or long~term commitments except as
specifically stated in said balance sheet or herein. There has been no material adverse change in
the financial condition or operations of the Borrower from that set forth in said financial statements
except changes disclosed in writing to CFC prior to the date hereof.

I. Borrower's Legal Status. Schedule 1 hereto accurately sets forth: (i) the Borrower's
exact legal name, (ii) the Borrower's organizational type and jurisdiction of organization, (iii) the
Borrower's organizational identification number or accurate statement that the Borrower has none,
and (iv) the Borrower's place of business or, if more than one, its chief executive office as well as the
Borrower's mailing address if different.

J. Required Approvals. Other than the CREBs allocation received from the Internal
Revenue Service, no license, consent or approval of any Governmental Authority is required to
enable the Borrower to enter into this Agreement, the Project Agreement, the Note and the
Mortgage, or to perform'\ any of its Obligations provided for in such documents, including without
limitation (and if applicable), that of any state public utilities commission, any state public service
commission, and the Federal Energy Regulatory Commission, except as disclosed in Schedule 1
hereto, all of which the Borrower has obtained prior to the date hereof.

K. Compliance With Laws. The Borrower and each Subsidiary is in compliance, in all
material respects, with all applicable requirements of law and all applicable rules and regulations of
each Governmental Authority.

L. Disclosure. To the Borrower's knowledge, information and belief, neither this
Agreement nor any document, certificate or financial statement furnished to CFC by or on behalf of
the Borrower in connection herewith (all such documents, certificates and financial statements, taken
as a whole) contains any untrue statement of a material fact or omits to state any material fact
necessary in order to make the statements contained herein and therein not misleading.

M. No Other Liens. As to property which is presently included in the description of
Mortgaged Property, the Borrower has not, without the prior written approval of CFC, executed or
authenticated any security agreement or mortgage, or filed or authorized any financing statement to
be filed with respect to assets owned by it, other than security agreements, mortgages and financing
statements in favor of CFC, except as disclosed in writing to CFC prior to the date hereof or relating
to Permitted Encumbrances.

N. Environmental Matters. Except as to matters which individually or in the aggregate
would not have a material adverse effect upon the business or financial condition of the Borrower or
its Subsidiaries, (i) Borrower is in compliance with all Environmental Laws (including, but not limited
to, having any required permits and licenses), (ii) there have been no releases (other than releases
remediated in compliance with Environmental Laws) from any underground or aboveground storage
tanks (or piping associated therewith) that are or were present at the Mortgaged Property, (iii)
Borrower has not received written notice or claim of any violation of any Environmental Law, (iv)
there is no pending investigation of Borrower in regard to any Environmental Law, and (v) to the best
of Borrowers knowledge, there has not been any release or contamination (other than releases or
contamination remediated in compliance with Environmental Laws) resulting from the presence of
Hazardous Materials on property owned, leased or operated by the Borrower.

O. Project Agreement. As set forth in the Project Agreement, the Project constitutes "a
qualified project" as defined in Section 54(d)(2)(A) of the Code. As set forth in the Project Agreement,
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the Borrower constitutes currently, and will remain through the period that the CREBs remain
outstanding, "a Qualified Borrower", meaning a (i) mutual or cooperative electric company described
in Sections 501(e)(12) or 1881 (a)(2)(C) of the Code, or (ii) a Governmental Body, which is defined as
any state, territory possession of the U.S., the District of Columbia, Indian tribal government, and any
political subdivision thereof. The statements, information and descriptions contained in the Project
Agreement are true, correct and complete, and do not contain any untrue statement or misleading
statement of a material fact, anddonot omit to state a material fact required to be stated therein or
necessary to make the statements, information and descriptions contained therein, in the light of the
circumstances under which they were made, not misleading, and the estimates and the assumptions
contained in the Project Agreement are reasonable and based on the best information available to
the Borrower.

ARTICLE Ill

LOAN

Section 3.01 Definitions.For purposes of this Article 3, the following capitalized terms shall
have the following meanings:

"Borrower's Annual Bond Repayment Amount" shall mean the amount determined by
dividing the CFC Commitment by the number of years from the Closing Date to the Maximum CREB
Term Anniversary Date, which amount shall be recalculated on the date CFC rescinds any excess
moneys pursuant to Section 3.05 or 3.06 hereof.

"Quarterly Bond Deposit Amount" shall mean for each Payment Date, the amount
determined by subtracting from the Quarterly Bond Repayment Amount the principal amount payable
by the Borrower pursuant to Section 3.03.A(ii)(b)(1) on such Payment Date.

"Quarterly Bond Repayment Amount" shall mean one-fourth (%) of the Borrower's Annual
Bond Repayment Amount.

Section 3.02 Advances. The obligation of the Borrower to repay the Advances shall be
evidenced by theNote. The aggregate amount of all Advances made hereunder shall not exceed the
CFC Commitment. At the end of the Draw Period, CFC shall have no further obligation to make
Advances.

A. initial Advance. Borrower hereby agrees that on the Closing Date, CFC shall
automatically, and without action by Borrower, make the Initial Advance. On the Closing Date, CFC
shall notify Borrower of the final amount of the initial Advance and the amount of the CFC
Commitment remaining for Borrower to subsequently Advance.

B. Subsequent Advances.

(i) The Borrower may submit a request for the Primary Advance to CFC in writing (which
may be submitted by facsimile) no later than 12:00 noon local time at CFC's offices in
Herndon, Virginia seven Business Days prior to the Closing Date. The Primary
Advance may be requested in any amount up to the CFC Commitment. CFC shall
make the Primary Advance two Business Days after the Closing Date in the lesser of
(i) the aggregate amount of such requested Primary Advance, and (ii) the amount of
the CFC Commitment less the amount of the initial Advance.
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(ii) Except as set forth in 3.02.A and 3.02.B(i) hereof, the Borrower shall submit its
request for an Advance to CFC in writing (which may be submitted by facsimile) no
later than 12:00 noon local time at CFC's offices in Hemdon, Virginia at least two (2)
Business Days prior to the last Business Day of any calendar month. Borrower may
make multiple requests for Advances during any calendar month in any amount so
long as the aggregate amount of all Advances requested in such month is in an
amount not less than $100,000.00, provided, however that at such time as there
remains less than $100,000.00 available for Advance hereunder, Borrower may
request the entirety of such remaining amount. CFC shall make a single Advance to
BolTower on the fist Business Day of the calendar month following Borrower's
request(s) for an Advance. Such Advance shall be in the aggregate amount of all
Advances requested by Borrower in the prior month, provided however that at such
time as there remains less than $100,000.00 available for Advance hereunder and
Borrower requests the entirety of such remaining amount, CFC shall Advance the
entirety of such remaining amount.

Section 3.03 Interest Rate and Payment. The Note shall be payable and bear interest as
follows:

A. Payments; Maturity, Amortization.

(i) The Note shall be due and payable on the Maturity Date.

(ii) On each Payment Date, the Borrower shall promptly pay the following:

(a) accrued interest on the principal amount of the Loan outstanding less the amount
of the Initial Advance, and

(b) the Quarterly Bond Repayment Amount, consisting of:

(1) the principal amount due on any outstanding Advances, determined on the
basis of a quarterly amortization schedule from the date of each Advance,
and

(2) the QuarterlyBondDeposit Amount.

(iii) If not sooner paid, any amount due on account of the unpaid principal, interest
accrued thereon and fees, if any, shall be due and payable on the Maturity Date.

(iv) Each Advance shall amortize on a level principal payment basis from the date thereof
through the Maturity Date.

(v) CFC will furnish to the Borrower a Payment Notice at least ten (10) days before each
Payment Date, provided, however, that CFC's failure to send a Payment Notice shall not constitute a
waiver by CFC or be deemed to relieve the Borrower of its obligation to make payments as and when
due as provided for herein.

(vi) No provision of this Agreement or of any Note shall require the payment, or permit the
collection, of interest in excess of the highest rate permitted by applicable law.
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Borrower agrees that the records of, and all computations by, CFC (in whatever media they are
recorded or maintained) as to the amount of principal, interest, fees and Quarterly Bond Deposit
Amount due on the Loan shall be conclusive in the absence of manifest error.

B. Application of Payments. Each .payment shall be applied to the Loan, first to any
fees, costs, expenses or charges other than interest or principal, second to interest accrued, third to
the Quarterly Bond Deposit Amount and the balance to principal.

c. Application of Bond Repayment Deposit. At such time as the aggregate amount
billed by CFC in any calendar year on account of amortized principal under this Agreement exceeds
the Borrower's Annual Bond Repayment Amount for such year, CFC shall apply a portion of the
Borrower's prior payments of the QuarterlyBondDeposit Amount in the amount of such overage to
principal then due. Until such time, Borrower's payments of the Quarterly Bond Deposit Amount shall
not reduce the amount of principal outstanding and subject to amortization. Any amount paid by the
Borrower under this Agreement on account of the Quarterly Bond Deposit Amount in excess of the
principal amount of the fully advanced Loan shall be refunded to the Borrower on the Maturity Date.

D. Interest Rate Computation. Each Advance except the Initial Advance shall bear
interest at the CFC CREB Rate which shall apply until the Maturity Date. The Initial Advance shall
not bear interest. Interest on Advances shall be computed on the basis of a 30-day month and 360-
day year.

Section 3.04. Extraordinary Obligation to Prepay. Upon a Determination of Tax Credit
Ineligibility that subjects the CREBs to an extraordinary mandatory redemption due to a failure of the
Borrower to observe any agreement or representation in this Loan Agreement (as more particularly
described in paragraph (b) of the defined term "Determination of Tax Credit ineligibility"), the
Borrower shall prepay the Loan, or such part thereof as determined by CFC, at such times and in
such amounts as determined by CFC within sixty (60) days of such determination together with a
prepayment premium prescribed by CFC pursuant to its policies of general application in effect from
time to time.

Section 3.05. Rescission of Excess Moneys; Fee. If the Borrower has not drawn down
the full amount of the CFC Commitment at (i) the time of filing the Completion Certificate under
Section 5.01 P. hereof, (ii) the time of filing the Termination Certificate under 5.D1Q. hereof, (iii) a
Determination of Tax Credit ineligibility or (iv) the end of the Draw Period, a corresponding rescission
of the amount of principal available to be drawn on the Note as calculated by CFC shall automatically
be made without further action by the Borrower. CFC shall release the Borrower from its obligations
hereunder as to such rescinded portion, provided the Borrower complies with such terms and
conditions as CFC may impose for such release including, without limitation, payment of any
rescission fee that CFC may from time to time prescribe, pursuant to its policies of general
application.

Section 3.06. Cancellation of Excess Moneys. If the Borrower has not drawn down the full
amount of the CFC Commitment at the time CFC determines that it will cease making Advances
hereunder pursuant to Section 7.01 hereof, a corresponding cancellation of the amount of principal
available to be drawn on the Note as calculated by CFC shall automatically. be made without action
by the Borrower.

Section3.07. Default Rate. If Borrower defaults on its obligation to make a payment due
hereunder by the applicable Payment Date, and such default continues for thirty days thereafter, then

1
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beginning on the thirty-first day after the Payment Date and for so long as such default continues,
Advances shall bear interest at the Default Rate.

Section 3.08. Patronage Capital; Interest Rate Discounts. No patronage cap tal shall be
earned, and no interest rate discounts shall apply, to the Loan.

Section 3.09. Optional Prepayment. Except for prepayments made pursuant to
Section 3.04 hereof, no prepayment of any Advance, in whole or in part, may be made by the
Borrower.

ARTICLE IV

CONDITIONS OF LENDING

Section 4.01 The obl igation of  CFC to make any Advance hereunder is subject to
satisfaction of the following conditions in form and substance satisfactory to CFC:

A. Legal Matters. All legal matters incident to the consummation of the transactions
hereby contemplated shall be satisfactory to counsel for CFC.

B. Documents. CFC shall have been furnished with (i) the executed Loan Documents,
(ii) certified copies of all such organizational documents and proceedings of the Borrower authorizing
the transactions hereby contemplated as CFC shall require, (iii) an opinion of counsel for the Borrow-
er addressing such legal matters as CFC shall reasonably require, and (iv) all other such documents
as CFC may reasonably request.

C. Government Approvals. The Borrower shall have furnished to CFC true and correct
copies of all certif icates, authorizations, consents, permits and licenses from Governmental
Authorities necessary for the execution or delivery of the Loan Documents or performance by the
Borrower of the obligations thereunder.

D. Representations and Warranties. The representations and warranties contained in
Article ll shall be true on the date of the making of each Advance hereunder with the same effect as
though such representations and warranties had been made on such date, no Event of Default and
no event which, with the lapse of time or the notice and lapse of time would become such an Event of
Default, shall have occurred and be continuing or will have occurred after giving effect to each
Advance on the books of the Borrower, there shall have occurred no material adverse change in the
business or condition, financial or otherwise, of the Borrower, and nothing shall have occurred which
in the opinion of CFC materially and adversely affects the Borrowers ability to perform its obligations
hereunder.

E. Mortgage Recordation. The Mortgage (and any amendments, supplements or
restatements as CFC may require from time to time) shelf have been duly filed, recorded or indexed
in all jurisdictions necessary (and in any other jurisdiction that CFC shall have reasonably requested)
to provide CFC a lien, subject to Permitted Encumbrances, on all of the Borrower's real property, all
in accordance with applicable law, and the Borrower shall have paid all applicable taxes, recording
and filing fees and caused satisfactory evidence thereof to be furnished to CFC.

F. UCC Filings. Uniform Commercial Code financing statements (and any continuation
statements and other amendments thereto that CFC shall require from time to time) shall have been
duly filed, recorded or indexed in all jurisdictions necessary (and in any other jurisdiction that CFC
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shall have reasonably requested) to provide CFC a perfected security interest, subject to Permitted
Encumbrances, in the Mortgaged Property which may be perfected by the filing of a financing
statement, all in accordance with applicable law, and the Borrower shall have paid all applicable
taxes, recording and filing fees and caused satisfactory evidence thereof to be furnished to CFC.

G. Requisitions. The Borrower will requisition each Advance by submitting its written
requisition to CFC in the form attached as Exhibit A hereto. Requisitions for Advances shall be made
only for the purposes set forth in Schedule 1 hereto.

H. Other infOrmation. The Borrower shall have furnished such other information as
CFC may reasonably require, including but not limited to (i) information regarding the specific
purpose for an Advance and the use thereof, (ii) feasibility studies, cash flow projections, financial
analyses and pro forma f inancial statements suff icient to demonstrate to CFC's reasonable
satisfaction that after giving effect to the Advance requested, the Borrower shall continue to achieve
the DSC ratio set forth in Section 5.01.A herein, to meet all of its debt service obligations, and
otherwise to perform and to comply with all other covenants and conditions set forth in this
Agreement, and (iii) any other information as CFC may reasonably request. CFC'S obligation to
make any Advance hereunder is conditioned upon prior receipt and approval of the Borrowers
written requisition and other information and documentation, if any, as CFC may have requested
pursuant to this paragraph.

I. Issuance of Bonds. CFC shall have issued CREBs in an amount not less than the
CFC Commitment.

J. CREB Allocation. CFC shall have received an allocation in the amount of the CFC
Commitment from the U.S. Department of Treasury for the Borrowers Project under its Securities
program.

K. Tax Credit Ineligibility. There shall have occurred no Determination of Tax Credit
Ineligibility with regard to the Borrower or the Project.

L. Bring Down Certificate. Two (2) Business Days prior to the Closing Date, the
Borrower shall furnish CFC with a certificate of an Authorized Officer of the Borrower in the form of
Exhibit B hereto, certifying that all of the representations and warranties set forth in Article it hereof
are true on the Closing Date.

ARTICLE v

COVENANTS

Section 5.01 Affirmative Covenants. The Borrower covenants and agrees with CFC that
until payment in full of the Note and performance of all obligations of the Borrower hereunder:

A. Financial Ratios; Design of Rates. The Borrower shall achieve an Average DSC
Ratio of not less than 1.35. The Borrower shall not decrease its rates for electric service if it has
failed to achieve a DSC Ratio of 1.35 for the calendar year prior to such reduction subject only to an
order from a Governmental Authority properly exercising jurisdiction over the Borrower.

B. Loan Proceeds. The Borrower shall use the proceeds of this Loan solely for the
purposes identified on Schedule 1 hereto.
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Notice. The Borrower shall promptly notify CFC in writing of:

(i) any material adverse change in the business, operations, prospects, assets, liabilities
or financial condition of the Borrower,

(ii) the institution or threat of any litigation or administrative proceeding of any nature
involving the Borrower which could materially affect the business, operations, prospects, assets,
liabilities or financial condition of the Borrower,

(iii) the occurrence of an Event of Default hereunder, or any event that, with the giving of
notice or lapse of time, or both, would constitute an Event of Default.

D. Default Notices. Upon receipt of  any notices with respect to a default by the
Borrower under the terms of any evidence of any indebtedness with parties other than CFC or of any
loan agreement, mortgage or other agreement relating thereto, the Borrower shall deliver copies of
such notice to CFC.

E. Annual Certificates.

Within one hundred twenty (120) days af ter the close of  each calendar year,
commencing with the year in which the initial Advance hereunder shall have been made, the
Borrower will deliver to CFC a written statement, in form and substance satisfactory to CFC, signed
by the Borrower's General Manager or Chief Executive Officer, stating that during such year, and that
to the best of said person's knowledge, the Borrower has fulfilled all of its obligations under this
Agreement, the Project Agreement, the Note, and the Mortgage throughout such year or, if there has
been a default in the fulfillment of any such obligations, specifying each such default known to said
person and the nature and status thereof. »

(i)

(ii) The Borrower shall deliver to CFC within one hundred twenty (120) days of CFC's
written request, which shall be no more frequently than once every year, a certification, in form and
substance satisfactory to CFC, regarding the condition of the Mortgaged Property prepared by a
professional engineer satisfactory to CFC. The Borrower shall also deliver to CFC such other
information as CFC may reasonably request from time to time.

F. Loan Capital Term Certificate Purchase. The Borrower will purchase LCTCs, if
required, in an amount calculated pursuant to CFC's policies of general application and shall pay for
such LCTCs as required thereby. CFC's Policies with respect to such LCTCs are set forth in
Schedule 1.

G. Financial Books; Financial Reports; Right of Inspection. The Borrower will at all
times keep, and safely preserve, proper books, records and accounts in which full and true entries
will be made of all of the dealings, business and affairs of the Borrower, in accordance with
Accounting Requirements. When requested by CFC, the Borrower will. prepare and furnish CFC
from time to time, periodic financial and statistical reports on its condition and operations. All of such
reports shall be in such form and include such information as may be specified by CFC. Within one
hundred twenty (120) days of the end of each calendar year during the term hereof, the Borrower
shall furnish to CFC a full and complete report of its f inancial condition and statement of its
operations as of the end of such calendar year, in form and substance satisfactory to CFC.
addition, within one hundred twenty (120) days of the end of each the Borrower's fiscal years during
the term hereof, the Borrower shelf furnish to CFC a full and complete consolidated and consolidating
report of its financial condition and statement of its operations as of the end of such fiscal year,

In
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audited and certified by independent certified public accountants nationally recognized or otherwise
satisfactory to CFC and accompanied by a report of such audit in form and substance satisfactory to
CFC, including without limitation a consolidated and consolidating balance sheet and the related
consol idated and consol idat ing statements of  income and cash f low.  CFC, through i ts
representatives, shall at all times during reasonable business hours and upon prior notice have
access to, and the right to inspect and make copies of, any or all books, records and accounts, and
any or all invoices, contracts, leases, payrolls, canceled checks, statements and other documents
and papers of every kind belonging to or in the possession of the Borrower or in anyway pertaining to
its property or business.

H. Notice of Additional Secured Debt. The Borrower will notify CFC promptly in writing
if it incurs any additional secured indebtedness other than indebtedness to CFC or indebtedness
othenuise provided for in the Mortgage.

I. Funds Requisition. The Borrower agrees (i) that CFC may rely conclusively upon the
written instructions submitted to CFC in the Borrower's written request for an Advance hereunder,
(ii) that such instructions shall constitute a covenant under this Agreement to repay the Advance in
accordance with such instructions, the applicable Note, the Mortgage, the Project Agreement and
this Agreement, and (iii) to request Advances only for the purposes set forth in Schedule 1 hereto.

J. Compliance With Laws. The Borrower and each Subsidiary shall remain in
compliance, in all material respects, with all applicable requirements of law and applicable rules and
regulations of each Governmental Authority.

K. Taxes. The Borrower shall pay, or cause to be paid all taxes, assessments or
governmental charges lawfully levied or imposed on or against it and its properties prior to the time
they become delinquent, except for any taxes, assessments or charges that are being contested in
good faith and with respect to which adequate reserves as determined in good faith by the Borrower
have been established and are being maintained.

L. Further Assurances. The Borrower shall execute any and all further documents,
financing statements, agreements and instruments, and take all such further actions (including the
filing and recording of financing statements, fixture filings, mortgages, deeds of trust and other
documents), which may be required under any applicable law, or which CFC may reasonably
request, to effectuate the transactions contemplated by the Loan Documents or to grant, preserve,
protect or perfect the Liens created or intended to be created thereby. The Borrower also agrees to
provide to CFC, from time to time upon request, evidence reasonably satisfactory to CFC as to the
perfection and priority of the Liens created or intended to be created by the Loan Documents.

M. Environmental Covenants. Borrower shall:

(i) at its own cost, comply in all material respects with all applicable Environmental Laws,
including, but not limited to, any required remediation, and

(ii) i f  i t  receives any written communication al leging Borrower's v iolation of  any
Environmental Law, provide CFC with a copy thereof within ten (10) Business Days after receipt, and
promptly take appropriate action to remedy, cure, defend, or otherwise affirmatively respond to the
matter.

N. Limitations on Loans, Investments and Other Obligations. The aggregate amount
of all purchases, investments, loans, guarantees, commitments and other obligations described in

1
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Section 5.02.D(i) of this Agreement shall at all times be less than fifteen percent (15%) of Total Utility
Plant or fifty percent (50%) of Equity, whichever is greater.

O. Tax Status of the CREBs. The Borrower shall utilize the Project or cause it to be
utilized as provided in the Project Agreement until the CREB Maturity Date. No use will be made of
the proceeds of the CREBs other than as set forth herein and in the Project Agreement and no
changes will be made in the Project or in the operation or beneficial use thereof (including, without
limiting the generality of the foregoing, the use of the Project by the Borrower or any related person)
without an opinion of Bond Counsel that such a use or change will not adversely affect the eligibility
of the CREBs to qualify for a tax credit for the owner thereof, for federal income tax purposes. The
Borrower agrees and warrants that it will not take or authorize or permit any action to be taken and
has not taken or authorized or permitted any action to be taken and will not fail to take any action to
comply with the Project Agreement which adversely affects the eligibility of the CREBs to qualify for a
tax credit for the owner thereof, for federal income tax purposes. This agreement and warranty shall
survive the termination of this Agreement.

p. Completion Certificate. The Borrower shall submit to CFC within 30 days after the
completion of the Project, a Completion Certificate signed by an Authorized Officer of the Borrower.

Q. Termination Certif icate. If the Borrower determines that the Project will not be
completed as described in Section 5.01.P above, then the Borrower shall submit to CFC a
Termination Certificate, within 30 days of a determination that:

(i)
Project, and

no further acquisition, construction or installation will occur with respect to the

(ii) the Borrower does not intend to make any further Advances.

R. Other Information. The Borrower shall furnish such other information as CFC may
reasonably require relating to the Project.

Sectlon 5.02 Negative Covenants. The Borrower covenants and agrees with CFC that until
payment in full of the Note and performance of all obligations of the Borrower hereunder, the
Borrower will not, directly or indirectly, without CFC'S prior written consent:

A. Limitations on Mergers. Consolidate with, merge, or sell all or substantially all of its
business or assets, or enter into an agreement for such consolidation, merger or sale, to another
entity or person unless such action is either approved, as is evidenced by the prior written consent of
CFC, or the purchaser, successor or resulting corporation is or becomes a member in good standing
of CFC and assumes the due and punctual payment of  the Note and the due and punctual
performance of the covenants contained in the Mortgage and this Agreement.

B. Lim i tat ions on Sale,  Lease or  Transf er  of  Capi tal  Assets;  Appl i cat ion of
Proceeds. Sell, lease or transfer (or enter into an agreement to sell, lease or transfer) any capital
asset, except in acmrdancewith this Section 5.02.B. If no Event of Default (and no event which with
notice or lapse of time and notice would become an Event of Default) shall have occurred and be
continuing, the Borrower may, without the prior written consent of CFC, sell, lease or transfer (or
enter into an agreement to sell, lease or transfer) any capital asset in exchange for fair market value
consideration paid to the Borrower if the value of such capital asset is less than five percent (5%) of
Total Utility Plant and the aggregate value of capital assets sold, leased or transferred in any 12-
month period is less than ten percent (10%) of Total Utility Plant.
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c. Limitation on Dividends, Patronage Refunds and Other Distributions.

(i) Make Distributions in any calendar year sf, after giving effect to the Distribution, the total
Equity of the Borrower will be less than twenty percent (20%) of its Total Assets.

(ii) If, after giving effect to the Distribution, the total Equity of the Borrower will be less than
twenty percent (20%) of its Total Assets, then the Borrower may nevertheless make Distributions of
up to thirty percent (30%) of its total margins for the preceding calendar year.

(iii) Notwithstanding anything to the contrary in subparagraphs (i) and (ii) above, the Borrower
shall not make any Distribution without the prior written consent of CFC if an Event of Default under
this Agreement has occurred and is continuing.

D. Limitations on Loans, Investments and Other Obligations.

(i) (a) Purchase, or make any commitment to purchase, any stock, bonds, notes, debentures,
or other securities or obligations of or beneficial interests in, (b) make, or enter into a commitment to
make, any other investment, monetary or otherwise, in, (c) make, or enter into a commitment to
make, any loan to, or (d) guarantee, assume, or otherwise become liable for, or enter into a
commitment to guarantee, assume, or otherwise become liable for, any obligation of any Person if,
after giving effect to such purchase, investment, loan, guarantee or commitment, the aggregate
amount thereof would exceed the greater of fifteen percent (15%) of Total Utility Plant or fifty percent
(50%) of Equity.

(ii) The following shall not be included in the limitation of purchases, investments, loans and
guarantees in (i) above: (a) bonds, notes, debentures, stock, or other securities or obligations issued
by or guaranteed by the United States or any agency or instrumentality thereof, (b) bonds, notes,
debentures, stock, commercial paper, subordinated capital certificates, or any other security or
obligation issued by CFC or by institutions whose senior unsecured debt obligations are rated by at
least two nationally recognized rating organizations in either of their two highest categories, (c)
investments incidental to loans made by CFC, (d) any deposit that is fully insured by the United
States, (e) loans and grants made by any Governmental Authority to the Borrower under any rural
economic development program, but only to the extent that such loans and grants are non-recourse
to the Borrower, and (f) unretired patronage capital allocated to the Borrower by CFC, a cooperative
from which the Borrower purchases electric power, or a statewide cooperative association of which
Borrower is a member.

(iii) In no event may the Borrower take any action pursuant to subsection (i) if an Event of
Default under this Agreement has occurred and is continuing,

E. Organizational Change. Change its type of organization or other legal structure,
except as permitted by Section 5.02.A. hereof, in which case the Borrower shall provide at least 30
days prior written notice to CFC together with all documentation reflecting such change as CFC may
reasonably require.

F. Notice of Change in Borrower Information. Change its (i) state of incorporation, (ii)
legal name, (iii) mailing address, or (iv) organizational identification number, if it has one, unless the
Borrower provides written notice to CFC at least thirty (30) days prior to the effective date of any
such change together with all documentation reflecting any such change as CFC may reasonably
require.
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ARTICLE VI

EVENTS OF DEFAULT

Section 6.01 The following shall be "Events of Default" under this Agreement

Representations and Warranties. Any representation or warranty made by the
Borrower herein, or in any of the other Loan Documents, or in any certificate or financial statement
furnished to CFC hereunder or under any of the other Loan Documents shall prove to be false or
misleading in any material respect

_, Payment. The Borrower shal l  fai l  to pay (whether upon stated maturi ty, by
acceleration, or otherwise) any principal, interest, premium (if any) or other amount payable under
the Note and the Loan Documents within five (5) Business Days after the due date thereof

Other Covenants

No Grace Period. Failure of the Borrower to observe or perform any covenant
or agreement contained in the Project Agreement or in Sections 5.01.A, 5.01.B
5.01.D. 5.01.E_ 5.01.G, 5.01.1, 5.01 .N, 5.01 .O and 5.02 of this Agreement

(ii) Thirty Day Grace Period. Failure of the Borrower to observe or perform any
other covenant or agreement contained in this Agreement or any of the other Loan
Documents. which shall remain unremedied for thirty (30) calendar days after written
notice thereof shall have been given to the Borrower by CFC

Legal Existence, Permits and Licenses. The Borrower shall forfeit or otherwise be
deprived of (i) its authority to conduct business in the jurisdiction in which it is organized or in any
other jurisdiction where such authority is required in order for the Borrower to conduct its business in
such jurisdiction or (ii) permits, easements, consents or licenses required to carry on any material
portion of its business

_ Other CFC Obligations. The Borrower shal l  be in breach or defaul t  of  any
Obligation, which breach or default continues uncured beyond the expiration of any applicable grace
period

_ _ Other Obligations. The Borrower shall (i) fail to make any payment of any principal
premium or any other amount due or interest on any indebtedness with parties other than CFC which
shall remain unpaid beyond the expiration of any applicable grace period, or (ii) be in breach or
default with respect to any other tem of any evidence of any other indebtedness with parties other
than CFC or of any loan agreement, mortgage or other agreement relating thereto which breach or
default continues uncured beyond the expiration of any applicable grace period, if the effect of such
failure, default or breach is to cause the holder or holders of that indebtedness to cause that
indebtedness to become or be declared due prior to its stated maturity (upon the giving or receiving
of notice, lapse of time, both or otherwise)

Involuntary Bankruptey. An involuntary case or other proceeding shal l  be
commenced against the Borrower seeking liquidation, reorganization or other relief with respect to it
or its debts under bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the
appointment of a trustee, receiver, liquidator, custodian or other similar official of it or any substantial
part of its property and such involuntary case or other proceeding shall continue without dismissal or
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stay for a period of sixty (60) days, or an order for relief shall be entered against the Borrower under
the federal bankruptcy laws or applicable state law as now or hereafter in effect.

H. Insolvency. The Borrower shall commence a voluntary case or other proceeding
seeking liquidation, reorganization or other relief with respect to itself or its debts under any
bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the appointment of a
trustee, receiver, liquidator, custodian or other similar official of it or any substantial part of its
property, or shall consent to any such relief or to the appointment of or taking possession by any
such official in an involuntary case or proceeding commenced against it, or shall make a general
assignment for the benefit of creditors, or shall admit in writing its inability to, or be generally unable
to, pay its debts as they become due, or shall take any action to authorize any of the foregoing.

I. . Dissolution or Liquidation. Other than as provided in subsection H. above, the
dissolution or liquidation of the Borrower, or failure by the Borrower promptly to forestall or remove
any execution, garnishment or attachment of such consequence as will impair its ability to continue
its business or fulfill its obligations and such execution, garnishment or attachment shall not be
vacated within sixty (60) days. The term "dissolution or liquidation of the Borrower", as used in this
subsection, shall not be construed to include the cessation of the corporate existence of the Borrower
resulting either from a merger or consolidation of the Borrower into or with another corporation
following a transfer of all or substantially all its assets as an entirety, under the conditions set forth in
Section 5.02.A.

J. Material Adverse Change. Any material adverse change in the business or
condition, financial or otherwise, of the Borrower.

K. Monetary Judgment.
insurance, writ or warrant of attachment or similar process involv ing an amount in excess of
$100,000 and shall not discharge, vacate, bond or stay the same within a period of sixty (60) days.

The Borrower shall suffer any money judgment not covered by

L. Nonmonetary Judgment. One or more nonmonetary judgments or orders (including,
without limitation, injunctions, writs or warrants of attachment, garnishment, execution, distrait,
replevin or similar process) shall be rendered against the Borrower that, either individually or in the
aggregate, could reasonably be expected to have a material adverse effect upon the business,
operations, prospects, assets, liabilities or financial condition of the Borrower.

ARTICLE VII

REMEDIES

Section 7.01 If any of the Events of Default listed in Section 6 hereof shall occur after the
date of this Agreement and shall not have been remedied within the applicable grace periods
specified therein, then CFC may:

(I)

(ii)

Cease making Advances hereunder,

Declare all unpaid principal outstanding on the Note, all accrued and unpaid interest
thereon, and all other Obligations to be immediately due and payable and the same
shall thereupon become immediately due and payable without presentment, demand,
protest or notice of any kind, all of which are hereby expressly waived,
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(iii) Exercise rights of setoff or recoupment and apply any and all amounts held, or hereby
held, by CFC or owed to the Borrower or for the credit or account of the Borrower
against any and all of the Obligations of the Bon'ower now or hereafter existing
hereunder or under the Note, including, but not l imited to, patronage capital
allocations and retirements, money due to Borrower from equity certificates purchased
from CFC, and any membership or other fees that would otherwise be returned to
Borrower but excluding any LCTCs purchased by the Borrower pursuant to this
Agreement. The rights of CFC under this section are in addition to any other rights
and remedies (including other rights of setoff or recoupment) which CFC may have.
The Borrower waives all rights of setoff, deduction, recoupment or counterclaim,

(iV) Pursue all rights and remedies available to CFC that are contemplated by the
Mortgage and the other Loan Documents in the manner, upon the conditions, and with
the effect provided in the Mortgage and the other Loan Documents, including, but not
limited to, a suit for specific performance, injunctive relief or damages,

(v) Pursue any other rights and remedies available to CFC at law or in equity.

Nothing herein shall limit the right of CFC to pursue all rights and remedies available to a creditor
following the occurrence of an Event of Default. Each right, power and remedy of CFC shall be
cumulative and concurrent, and recourse to one or more rights or remedies shall not constitute a
waiver of any other right, power or remedy.

ARTICLE VIII

MISCELLANEOUS

Section 8.01 Notices. All notices, requests and other communications provided for herein
including, without limitation, any modifications of, or waivers, requests or consents under, this
Agreement shall be given or made in writing (including, without limitation, by telecopy) and delivered
to the intended recipient at the "Address for Notices" specified below, or, as to any party, at such
other address as shall be designated by such party in a notice to each other party, All such
communications shall be deemed to have been duly given (i) when personally delivered including,
without limitation, by overnight mail or courier service, (ii) in the case of notice by United States mail,
certified or registered, postage prepaid, return receipt requested, upon receipt thereof, or (iii) in the
case of notice by telecopy, upon transmission thereof, provided such transmission is promptly
confirmed by either of the methods set forth in clauses (i) or (ii) above in each case given or
addressed as provided for herein. The Address for Notices of each of the respective parties is as
follows:

National Rural Utilities Cooperative Finance Corporation
2201 Cooperative Way
Herndon, Virginia 20171-3025
Attention: Senior Vice President - Member Services
Fax # 703-709-6776

The Borrower:

The address set forth in
Schedule 1 hereto
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Section 8.02 Expenses. Borrower shall reimburse CFC for any reasonable costs and
out-of-pocket expenses paid or incurred by CFC (including, without limitation, reasonable fees and
expenses of outside attorneys, paralegals and consultants) for all actions CFC takes, (a) to enforce
the payment of any Obligation, to effect collection of any Mortgaged Property, or in preparation for
such enforcement or collection, (b) to institute, maintain, preserve, enforce and foreclose on CFC's
security interest in or Lien on any of the Mortgaged Property, whether through judicial proceedings or
otherwise, (c) to restructure any of the Obligations, (d) to review, approve or grant any consents or
waivers hereunder, (e) to prepare, negotiate, execute, deliver, review, amend or modify this
Agreement, (f ) to prepare, negotiate, execute, deliver, rev iew, amend or modify any other
agreements, documents and instruments deemed necessary or appropriate by CFC in connection
with any of  the foregoing, and (g) to obtain any opinions required to be furnished upon a
Determination of Tax Credit ineligibility and an extraordinary prepayment as set forth in Section 3.04
hereof or a rescission of excess money as set forth in Section 3.05 or a cancellation of excess
moneys as set forth in Section 3.06.

The amount of all such expenses identif ied in this Section 8.02 shall be secured by the
Mortgage and shall be payable upon demand, and if not paid, shall accrue interest at the Default
Rate.

Section 8.03 Late Payments. If payment of any amount due hereunder is not received at
CFC's office in Herndon, Virginia, or such other location as CFC may designate to the Borrower
within five (5) Business Days after the due date thereof, the Borrower will pay to CFC, in addition to
all other amounts due under the terms of the Loan Documents, any late payment charge as may be
fixed by CFC from time to time pursuant to its policies of general application as in effect from time to
time.

Section 8.04. Non-Business Day Payments. If any payment to be made by the Borrower
hereunder shall become due on a day which is not a Business Day, such payment shall be made on
the next succeeding Business Day and such extension of time shall be included in computing any
interest in respect of such payment.

Section 8.05 Filing Fees. To the extent permitted by law, the Borrower agrees to pay all
expenses of CFC (including the reasonable fees and expenses of its counsel) in connection with the
filing, registration, recordation or perfection of the Mortgage and any other security instruments as
may be required by CFC in connection with this Agreement, including, without limitation, all
documentary stamps, recordation and transfer taxes and other costs and taxes incident to execution,
filing, registration or recordation of any document or instrument in connection herewith. The Borrower
agrees to save hatless and indemnify CFC from and against any liability resulting from the failure to
pay any required documentary stamps, recordation and transfer,taxes, recording costs, or any other
expenses incun'ed by CFC in connection with this Agreement. The provisions of this subsection shall
survive the execution and delivery of this Agreement and the payment of all other amounts due under
the Loan Documents.

Section 8.06 Waiver, Modification. No failure on the part of CFC to exercise, and no delay
in exercising, any right or power hereunder or under the other Loan Documents shall operate as a
waiver thereof, nor shall any single or partial exercise by CFC of any right hereunder, or any
abandonment or discontinuance of steps to enforce such right or power, preclude any other or further
exercise thereof or the exercise of any other right or power. No modification or waiver of any
provision of this Agreement, the Note or the other Loan Documents and no consent to any departure
by the Borrower therefrom shall in any event be effective unless the same shall be in writing by the
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party granting such modification, waiver or consent, and then such modification, waiver or consent
shall be effective only in the specific instance aha for the purpose for which given

SECTION 8.07
JURY TRIAL

GOVERNING LAW; SUBMISSION TO JURISDICTIONS WAIVER OF

(A) THE PERFORMANCE AND CONSTRUCTION OF THIS AGREEMENT AND THE NOTE
SHALL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH. THE LAWS OF THE
COMMONWEALTH OF VIRGINIA

(B) THE BORROWER HEREBY SUBMITS TO THE NON-EXCLUSIVE JURISDICTION OF
-THE UNITED STATES COURTS LOCATED IN VIRGINIA AND OF ANY STATE COURT SO
LOCATED FOR PURPOSES OF ALL LEGAL PROCEEDINGS ARISING OUT OF OR RELATING
TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY. THE BORROWER
IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY
OBJECTIONS THAT IT MAY NOW OR HEREAFTER HAVE TO THE ESTABLISHING OF THE
VENUE OF ANY SUCH PROCEEDINGS BROUGHT IN SUCH A COURT AND ANY CLAIM THAT
ANY SUCH PROCEEDING HAS BEEN BROUGHT IN AN INCONVENIENT FORUM.

(C) THE BORROWER AND) CFC EACH HEREBY IRREVOCABLY WAIVES, TO THE
FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY AND ALL RIGHT TO TRIAL BY
JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT
OR THE TRANSACTIONS CONTEMPLATED HEREBY.

SECTION 8.08 INDEMNIFICATION. THE BORROWER HEREBY INDEMNIFIES AND
AGREES TO HOLD HARMLESS, AND DEFEND CFC AND ITS MEMBERS, DIRECTORS,
OFFICERS, EMPLOYEES, AGENTS, ATTORNEYS AND REPRESENTATIVES (EACH AN
"INDEMNITEE") FOR, FROM, AND AGAINST ALL CLAIMS, DAMAGES, LOSSES, LIABILITIES,
COSTS, AND EXPENSES (INCLUDING, WITHOUT LIMITATION, COSTS AND EXPENSES OF
LITIGATION AND REASONABLE ATTORNEYS' FEES) ARISING FROM ANY CLAIM OR DEMAND
IN RESPECT OF THIS AGREEMENT AND THE OTHER LOAN DOCUMENTS, THE MORTGAGED
PROPERTY, OR THE TRANSACTIONS DESCRIBED IN THIS AGREEMENT AND THE OTHER
LOAN DOCUMENTS AND ARISING AT ANY TIME, WHETHER BEFORE OR AFTER PAYMENT
AND PERFORMANCE OF ALL OBLIGATIONS UNDER THIS AGREEMENT AND THE OTHER
LOAN DOCUMENTS IN FULL, EXCEPTING ANY SUCH MATTERS ARISING SOLELY FROM THE
GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF CFC OR ANY INDEMNITEE INCLUDING
WITHOUT LIMITATION ANY DETERMINATION MADE OR OTHER ACTION TAKEN BY CFC
PURSUANT TO SECTIONS 3.04, 3.05 and 3.06 OF THIS AGREEMENT. NOTWITHSTANDING
ANYTHING TO THE CONTRARY CONTAINED IN SECTION 8.10 HEREOF, THE OBLIGATIONS
IMPOSED UPON THE BORROWER BY THIS SECTION SHALL SURVIVE THE REPAYMENT OF
THE NOTE, THE TERMINATION OF THIS AGREEMENT AND THE TERMINATION OR RELEASE
OF THE LIEN OF THE MORTGAGE.

?

Section 8.09 Complete Agreement. This Agreement, together with the schedules to this
Agreement, the Note and the other Loan Documents, and the other agreements and matters referred
to herein or by their terms referring hereto, is intended by the parties as a final expression of their
agreement and is intended as a complete statement of the terms and conditions of their agreement.
In the event of any conflict in the terms and provisions of this Agreement and any other Loan
Documents, the terms and provisions of this Agreement shall control.

CFC LOANAG
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Section 8.10 SurVival; Successors and Assigns. All covenants, agreements,
representations and warranties of the Borrower which are contained in this Agreement shall survive
the execution and delivery to CFC of the Loan Documents and the making of the Loan hereunder
and shall continue in full force and effect until all of the obligations under the Loan Documents have
been paid in full. All covenants, agreements, representations and warranties of the Borrower which
are contained in this Agreement shall inure to the benefit of the successors and assigns of CFC. The
Borrower shall not have the right to assign its rights or obligations under this Agreement without the
prior written consent of CFC, except as provided in Section 5.02.A hereof.

Section 8.11 Use of Terms. The use of the singular herein shall also refer to the plural, and
vice versa.

Section 8.12 Headings. The headings and sub~headings contained in this Agreement are
intended to be used for convenience only and do not constitute part of this Agreement.

Section 8.13 Severability. If any term, provision or condition, or any part thereof, of this
Agreement, the Note or the other Loan Documents shall for any reason be found or held invalid or
unenforceable by any governmental agency or court of competent jurisdiction, such invalidity or
unenforceability shall not affect the remainder of such term, provision or condition nor any other term,
provision or condition, and this Agreement, the Note and the other Loan Documents shall survive and
be construed as if such invalid or unenforceable term, provision or condition had not been contained
therein.

Section 8.14 Binding Effect. This Agreement shall become effective when it shall have
been executed by both the Borrower and CFC and thereafter shall be binding upon and inure to the
benefit of the Borrower and CFC and their respective successors and assigns.

Sectlon 8.15 Counterparts. This Agreement may be executed in one or more counterparts,
each of which will be deemed an original and all of which together will constitute one and the same
document. Signature pages may be detached from the counterparts and attached to a single copy of
this Agreement to physically form one document.

Section 8.16 Disclosure. This Agreement and any other Loan Document may be shared
by CFC with such Persons as shall be required in order to facilitate the issuance of the CREBs,
including, but not limited to, its attorneys, underwriters and investors in the CREBs,

Section 8.17 Schedule 1. Schedule 1 attached hereto is an integral part of this Agreement.

i
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed
as of the day and year first above written

(SEAL)

By

SULPHUR SPRINGS VALLEY
ELECTRIC COOPERATIVE. INC

r9"=é YK~

Title P»-»sl-!¢,,T

Attest
"S¢Cf'Et==1*'Y'

C R E D E N  w . H U B E L
CH!EF EXECUTIVE OFFICER

(SEAL)

By

NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE CORPORATION

Secretary-Treasurer

MARIANNE L DUSOLD

Attest
Asses Wt Secretary-Treasurer

CRAIG COLANTONI

CFC LOANAG
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AZ014-A~9043-CB001 $840,000.00

SCHEDULE 1

The purpose of this loan is to finance (i) the reimbursement of the cost of the Project of the
Borrower, including any reasonable costs and expenses incurred by the Borrower in
connection with financing the Project, as described and permitted by the terms of the Project
Agreement and (ii) a portion of CFC's costs in issuing the CREBs as set forth in Section
3.02.A

The Project of the Borrower being financed by the Loan (funded by proceeds of the CREBs)
constitutes the following clean renewable energy facilities

Patagonia School District Photovoltaic Solar Automobile Parkinq Shade Structure

This project will place photovoltaic modules costing $280,000 each, that will produce 23 kW
of electricity in the shade structures in the three Patagonia School District schools. The PV
structure will provide electricity to the respective school with excess power flowing to the
Borrower's system.

Subject to the terms of this Agreement, CFC has agreed to loan to the Borrower from
proceeds of the CREBs, an amount not to exceed $840,000.00 (the "CFC Commitment").

Draw Period shall mean the period beginning on the Closing Date and ending on the date that
is five (5) years thereafter.

5. The Borrower shall not purchase the LCTCs or any portion thereof with funds from the Loan.
The Borrower shall use its own funds or funds borrowed under another credit facility to
purchase such LCTCs, subject to the CFC policies regarding LCTCs set forth in the following
paragraph.

CFC Policies Regarding LCTCs: (i) Any solvent Member of CFC with an outstanding LCTC
purchased in connection with a loan from the proceeds of Securities may borrow the
outstanding amount of the LCTC from CFC without a further credit review, for a term equal to
or shorter than the maturity of the LCTC at a rate equal to the comparable rate charged by
CFC for similarly classified loans, and (ii) any Member of CFC with an outstanding LCTC
purchased in connection with a loan from the proceeds of Securities may sell such LCTC to
another Member of CFC for consideration.

The Mortgage shall mean the Restated Mortgage and Security Agreement, dated as of
December 6, 2007, between the Borrower and CFC, as it may have been supplemented,
amended, consolidated, or restated from time to time.

The Note executed pursuant hereto is as follows:

The Subsidiaries of the Borrower referred to in Section 2.01 are:None

9. The date of the Borrower's balance sheet referred to in Section 2.01.H is June 30, 2008.

CFC LOANAG
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10.

11.

12.

The Borrowel"s exact legal name is: Sulfur Springs Valley Electric Cooperative, inc

The Borrower's organizational type is: Corporation

The Borrower is organized under the laws of the state of: Arizona

13. The Borrower's organizational identification number is: 0038220-2

14. The place of business or, if more than one, the chief executive office of the Borrower referred
to in Section 2.01 .I is 311 East Wilcox, Sierra Vista, Arizona 85635

15. The Governmental Authori ty referred to in Section
Commission

2.01.J. is: Arizona Corporation

16. The address for notices to the Borrower referred to in Section 8.01 is 311 East Wilcox,
Sierra Vista, Arizona 85635, Attention: General Manager, Fax: (520) 384-5223.

CFC LOANAG
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Exhibit A - Funds Requisition Statement

Borrower Name & ID: Sulphur Springs Valley Electric Cooperative, Inc. (AZ014)
Loan Number: AZ014.A-9043-CB001
Loan Agreement and Project Agreement with CFC dated:
CREBs Series: 2008A
CFC CREBs Application #: 13
Name of Project: Patagonia School District Photovoltaic Solar Automobile Parking Shade Structure
Funds Requisition Statement No.:

Amount Requested:
Date Of Advance:

Disposition of Funds (wiring instructions):

Certification

Acting on behalf of the Borrower, I hereby certify that as of the date below: (1) I am duly
authorized to make this certification and to request funds on the terms specified herein,
(2) the Borrower has met all of the conditions contained in the Loan Agreement and the
Project Agreement listed above governing the terms of this Advance that the Borrower is
required to meet prior to an Advance of funds; (3) all of the representations and warranties
contained in said Loan Agreement and Project Agreement are true and will continue to be
true upon use of the funds as hereby requested, (4) no Event of Default, under the Loan
Agreement or the Borrower's Mortgage, has occurred and is continuing, (5) I know of no
other event that has occurred which, with the lapse of time and/or notification to CFC of such
event, or after giving effect to this Advance, would become an Event of Default under the
Loan Agreement or the Borrower's Mortgage; (6) the funds requested herein will be used
only as a reimbursement for the purposes specified in the Loan Agreement and the Project
Agreement, (7)the costs to be reimbursed by the funds requested herein are capital
expenditures and have not previously been reimbursed under a previous Funds Requisition
Statement, (8) the Borrower has secured sufficient funds to complete the Project, (9) any
necessary permits and approvals required for the Project at this point have been obtained,
(10) the Borrower is maintaining a file containing true and correct copies of invoices or bills
of sale covering all items for which payment is sought by this request, (11) such costs have
been incurred and paid by the Borrower in connection with the Project, (12) the Borrower is
not using the funds requested hereby to make any payments of principal or interest due
under the Loan Agreement; (13) no expenditure which is being reimbursed by the funds
requested hereby was paid more than eighteen months after the later of (i) the date the
expenditure is paid or (ii) the date the Project is placed in service, but in no event later than
three years after the date the original expenditure was paid: and (14) set forth below is a
table listing all of the major components of the Project, how much is being requested in this
Funds Requisition Statement as an advance for certain components, how much has been
advanced on each component to date, the percentage of each component that is completed

CFC LOANAG
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Project
Component

Amount
Expended to

Date by
Borrower

Amount
Advanced

to Date

Advance
Amount

Requested
Herein

Percentage
Complete

Total

to date, and the purpose of the advance(s) being requested by this Funds Requisition
Statement.

I hereby authorize CFC, for and on behalf of the Borrower, to forward this Funds Requisition
Statement to the Trustee for disbursement of the Advance from the Project Account relating
to the above Loan to the Borrower on the following terms, and hereby acknowledge and
agree that such terms shall be binding upon Borrower under the provisions of the Loan
Agreement governing this Advance:

Certified By:

Signature Date Title of Authorized Officer

PLEASE FAX TO 703-709-6776 ATTN : , Associate Vice President

APPROVED:

NATIONAL RURAL UTILITIES COOPERATIVE FINANCE CORPORATION

By:
Title:
Date:

CFC LOANAG
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EXHIBIT B

BRING-DOWN CERTIFICATE
OF

BORROWER

T h e  u n d e rs i g n e d , ,  d u l y  q u a l i f i e d  o f i i c e n s  o f  S U L P H U R  S P R I N G S
VALLEY ELECTRI C  COOPERATI VE,  I NC .  ( t he  "Bor rower" ) ,  an  A r i zona  corpora t i on ,  he reby  ce r t i f y
as fo l lows:

1 . The  f o l l ow i ng  docum en t s  have  been  du l y  execu t ed ,  and  de l i ve red  o r  accep t ed  i n  t he
name and on behal f  of  the Borrower by the author ized of f i cer or of f i cers of  the Borrower pursuant  to,
and in ful l  compl iance wi th,  authori ty granted by the Board of  Trustees/Di rectors of  the Borrower:

DOCUMENT DATE OTHER PARTY OR PARTIES

Loan Agreement  ( the
"Agreemenf " )

1 2 0 0 Nat ional  Rural  Ut i l i t ies Cooperat ive
F inance Corporat i on ( "CFC" )

Project  Agreement  ( the "Pro ject
Agreement " )

2 0 0

Note (the "Note") ,  200_

2. Each of  t he representat ions and warrant ies o f  t he Borrower i n  the Loan Agreement  and
the Project  Agreement  are t rue and correct  on and as of  the date hereof  ( the "Closing Date"), and the
BolTower has compl ied w i th a l l  agreements and sat i s f ied a l l  condi t ions on i t s  part  to  be observed or
sat isf ied thereunder at  or prior to the Closing Date.

In WITNESS WHEREOF,  the undersigned have hereunto set  thei r  s ignatures th is
,  2008.

day  o f

S U LP H U R  S P R I N G S  V A LLE Y  E LE C T R I C
COOPERATI VE,  I NC .

B y
Ti t le:

B y
Ti t le:

CFC LOANAG
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EXHIBIT c

COMPLETION CERTIFICATE
OF

BORROWER

P u r s u a n t  t o  t h e  L o a n  A g r e e m e n t  d a t e d  a s  o f b y  a n d  b e t w e e n  S U L P H U R
S P R I N G S  V A LLE Y  E LE C TR I C  C O O P E R A TI V E ,  I N C .  ( t he  "B o r row er " )  and  N a t i ona l  R u ra l  U t i l i t i es
Coopera t i ve  F i nance  Corpora t i on  ( "CFC")  re l a t i ng  t o  CFC Loan Number  AZ014-A-9043-CB001 ( t he
L o a n  A g r e e m e n t " ) ,  t h e  u n d e r s i g n e d d u l y  q u a l i f i e d  o f f i c e r  o f  t h e

Borrower,  hereby cert i f ies as fol lows

(i ) O n  [ d a t e  o f  c o m p l e t i o n ]  a l l  p o r t i o n s  o f  t h e  P ro j e c t  ( a s  d e f i n e d  i n  t h e  L o a n
A g r e e m e n t )  h a v e  b e e n  f u l l y  c o m p l e t e d  s u b s t a n t i a l l y  i n  a c c o r d a n c e  w i t h  a n y  p l a n s  a n d
speci f i cat ions therefore,  as then amended,  and

(i i ) A m o u n t  a d v a n c e d  o n  t h e  L o a n  (a s  d e f i n e d  i n  t h e  L o a n  A g re e m e n t )  a n d  t h e
use  o f  t he  p roper t y  f i nanced .  re f i nanced  o r  re i m bursed  t he re f rom  w i l l  no t  cause  any  o f  t he
representa t i ons or  cer t i f i ca t i ons conta ined i n  t he  Pro jec t  Agreement  (as  def i ned i n  t he  Loan
Agreement ) to be unt rue or resul t  in a v io lat ion of  any covenant  in the Project  Agreement

IN WITNESS WHEREOF,  the undersigned have hereunto set  his/her signature this
20

day o f

S U L P H U R  S P R I N G S  V A L L E Y  E L E C T R I C
C O O P E R A T I V E .  I N C

B y
Ti t le

CFC LOANAG
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EXHIBIT D

TERMINATION CERTIFICATE
OF

BORROWER

P u r s u a n t  t o  t h e  L o a n  A g r e e m e n t  d a t e d  a s  o f b y  a n d  b e t w e e n  S U L P H U R
S P R I N G S  V A LLE Y  E LE C TR I C  C O O P E R A T I V E ,  I N C .  ( t he  "B o r row er " )  and  N a t i ona l  R u ra l  U t i l i t i es
Coopera t i ve  F i nance  Corpora t i on  ( "CFC")  re l a t i ng  t o  CFC Loan  Number  AZ014-A-9043-CB001 ( t he
" L o a n  A g r e e m e n t " ) ,  t h e  u n d e r s i g n e d , ,  d u l y  q u a l i f i e d  o f f i c e r  o f  t h e
Borrower,  hereby cert i f ies as fo l lows:

( i ) a l l  po r t i ons  o f  t he  P ro j ec t  (as  de f i ned  i n  t he  Loan  Agreement )  have  no t  been
ful l y  completed substant ia l l y  in accordance w i t h any plans a n d speci f icat ions therefor,  as then
a m e n d e d ,

(i i ) no further acquis i t ion,  const ruct ion or insta l la t ion wi l l  occur w i th respect  to the
Pro ject  (as def ined in  the Loan Agreement ) ,  and

(i i i ) t he  Bor rower  does  no t  i n t end  t o  reques t  any  f u r t he r  Advances  (as  de f i ned  i n
the Loan Agreement )  on the Loan (as def ined in  the Loan Agreement ) .

In WITNESS WHEREOF,  the unders igned have hereunto set  h isser s ignature th is
,  20 .

day o f

S U L P H U R  S P R I N G S  V A L L E Y  E L E C T R I C
C O O PER ATI VE ,  I N C ,

B y
Tit le:

CFC LOANAG
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SECURED PROMISSORY NOTE

I9/8% 2447
SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC., an Arizona corporation

(the "Borrower"), for value received, hereby promises to pay, without setoff, deduction,
recoupment or counterclaim, to the order of NATIONAL RURAL UTILITIES COOPERATIVE
FINANCE CORPORATION (the "Payee"), at its office in Hemdon, Virginia office or such other
location at its office in Hemdon, Virginia or such other location as the Payee may designate to
the Borrower, in lawful money of the United States, the principal sum of FIVE HUNDRED SIXTY
THOUSAND AND 00/100 DOLLARS ($560,000.00), or such lesser sum of the aggregate
unpaid principal amount of all advances made by the Payee pursuant to that certain Loan
Agreement dated as of even date herewith between the Borrower and the Payee, as it may be
amended from time to time (herein called the "Loan Agreement"), and to pay interest on all
amounts remaining unpaid hereunder from the date of each advance in like money, at said
oNce, at the rate and in amounts and payable on the dates provided in the Loan Agreement
together with any other amount payable under the Loan Agreement If not sooner paid, any
balance of the principal amount and interest accrued thereon shall be due and payable on the
Maturity Date.

$560,000.00 dated as of

This Note is secured under a Restated Mortgage and Security Agreement, dated of
December 6, 2007 between the Borrower and the Payee, as it may have been or shall be
supplemented, amended, consolidated or restated from time to time ("Mortgage"). This Note is
one of the Notes referred to in, and has been executed and delivered pursuant to, the Loan
Agreement.

The principal hereof and interest accrued thereon and any other amount due under the
Loan Agreement may be declared to be forthwith due and payable in the manner, upon the
conditions, and with the effect provided in the Mortgage or the Loan Agreement.

The Borrower waives demand, presentment for payment, notice of dishonor, protest,
notice of protest, and notice of non-payment of this Note.

IN WITNESS WHEREOF the Borrower has caused this Note to be signed in its corporate
name and its corporate seal to be hereunto affixed and to be attested by itsduly authorized
officers, all as of the day and year first above written.

SULPHUR SPRINGS VALLEY
ELECTRIC COOPERATIVE, INC.

(SEAL)
By:

frescéenTTitle:

Attest:
"=;.,retary

CREDEN w. HUBER
CHIEF EXECUTIVE OFFICER

Loan No. AZ014-A-9044-CB001

CFC NOTE
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PROJECT AGREEMENT

OF

SULPHUR SPRINGS VALLEYELECTRIC COOPERATIVE, INC. (THE "BORROWER")

I9/QW2DATED: as of

The undersigned is a duly qualified officer of the Borrower named above and, as such
officer. is familiar with (i) the properties, affairs and records of the Borrower, (ii) the issuance of
the Securities (as hereinafter defined) and the use of the proceeds thereof as it relates to the
Borrower and (iii) the Project, as hereinafter defined

In connection with the issuance of the Clean Renewable Energy Bonds (Cooperative
Renewable Energy Projects) Series 2008A (the "Securities "),being issued by the National Rural
Utilities Cooperative Finance Corporation (the "Issuer"), the undersigned hereby certifies and
covenants regarding the use of the proceeds of the Securities advanced to the Borrower. as
follows

General

1.1 This Project Agreement is made pursuant to Section 54 of the Internal Revenue
COde of 1986, as amended (the "Code"), and any United States Treasury
regulations and other guidance thereunder to make the certifications required by
Section 54 of the Code and any United Stares Treasury regulations and other
guidance thereunder and to establish the reasonable expectations of the Borrower
with respect to the amount and use of amounts to be advanced to the Borrower
pursuant to the Loan Agreement dated as of even date herewith between the
Issuer and the Borrower (the "Loan Agreement"). Capitalized terms used herein
are defined where they first appear or are defined inExhibit A attached hereto

1.2 This Project Agreement is based on facts and estimates in existence on the date
hereof and the continued veracity of these facts and estimates as of the date that
the Securities are issued (the "Closing") will be confirmed by the Borrower on
the date of Closing, and on the basis of such facts and estimates, the Borrower
expects that the events described herein will occur. To the best  of  the
undersigned's knowledge, information, and belief; the expectations contained in
this Project Agreement are reasonable

1.3 The Borrower is a Qualified Borrower, as defined inExhibit A, and is responsible
for the acquiring/construeting/equipping of the Project (defined below). The
undersigned has reviewed this Project Agreement, as well as the provisions of
Section 54 of the Code and any United States Treasury regulations and other
guidance thereunder, with its own legal counsel and understands and is familiar
with this Project Agreement and the provisions of Section 54 and any United
States Treasury regulations and other guidance thereunder. The Borrower will

CFC DOC
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comply in all respects with the provisions of Section 54 and any United States
Treasury regulations and other guidance thereunder.

1.4 The Borrower agrees to keep and retain or cause to be kept and retained sufficient
records to demonstrate compliance with the covenants in this Project Agreement.
Such records shall include, but ah not limited to, basic records relating to the
issuance of the Securities (including this Project Agreement and the inducement
resolution as described in Section 3.3 hereof); documentation evidencing the
expenditure of  amounts advanced to the Borrower pursuant to the Loan
Agreement; documentation evidencing the use of property financed with amounts
advanced to the Borrower pursuant to the Loan Agreement, and documentation
evidencing all sources of payment or security maintained by the Borrower for
amounts advanced to the Borrower pursuant to the Loan Agreement. Such
records shall be kept untilthe date three (3) years alter the CREB Maturity Date.

1.5 Neither the Borrower nor any Related Person (as defined in Exhibit A) to the
Borrower will purchase any Securities.

2. Qualified Project.

2.1 The Loan Agreement requires the amounts advanced thereunder to be used for
facilities to be owned by the Borrower, described in more detail in Section 2.2
hereof and in Exhibit? attached hereto as the "Updated Description of the
Project" (the "Project "). The Project was originally described in an exhibit to the
Application for National Clean Renewable Energy Bond Limitation submitted to
the Internal Revenue Service by the Issuer in support of the national clean
renewable energy bond allocation received by the Issuer, which "Original
Description of the Project" is attached hereto as Exhibit C.

2.2 The Project is a Solar Energy Facility (the "Qualyying Facility"), as defined in
Exhibit A and property functionally related and subordinate thereto, as liirther
described in Exhibit B, attached hereto.

3. Clean Renewable Enerav Bonds Qualification.

3.1
g

l
lAt least 95 percent of the proceeds advanced to the Borrower pursuant to the Loan

Agreement will be used by the Borrower for capital expenditures with respect to
the Project. None of the proceeds of the Loan (as defined in the Loan Agreement)
will be paid to the Issuer, the Borrower or any Related Person to the Issuer or the
Borrower, except for amounts paid to the Borrower to reimburse the Borrower for
actual and direct expenditures relating to the Project paid by the Borrower to
persons other than the Issuer, die Borrower or any Related Person to the Issuer or
the Borrower.

8

g
4

5

t
I

3.2 The Borrower has incurred or will, within six months of the ClosingDate, incur a
substantial binding obligation (not subject to contingencies within the control of
the Issuer, the Borrower or any Related Person to either of them) to a third party

1

f
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to expend at least ten percent of the Loan Amount (i.e. the total amount to be
advanced to the Borrower pursuant to the Loan Agreement). It is expected that
the work of acquiring/constructing/equipping the Project and the expenditure of
the Loan Amount will proceed with due diligence through October 20, 2008, at
which time it is anticipated that the Loan Amount will have been spent in its
entirety. The Borrower acknowledges that, to the extent that less than 95 percent
of the Loan Amount is expended by a date five years from the date of issuance of
the Securities, the Borrower will be required to prepay its Loan in an amount, and
the Issuer will redeem Securities at the end of such five-year period in an amount
necessary to maintain the tax credit with respect to the Securities, unless
otherwise permitted by Section 6.5 hereof

It is expected that all  amounts advanced to the Borrower under the Loan
Agreement will be spent to pay costs of the Project in accordance with the
estimated periodic drawdown schedule contained in Exhibit D, attached hereto
The assumptions set forth in this Section 3.2 and on ExhibitD, attached hereto
represent the Borrower's best estimate, as of this date, of the periodic drawdown
schedule of the Loan Amount

3.3 The Borrower may use amounts advanced to the Borrower under the Loan
Agreement to reimburse itself for expenditures paid prior to the date of issuance
of the Securities. The Borrower shall reimburse itself for expenditures paid prior
to the date of issuance of the Securities only if such expenditure was paid after the
Borrower adopted an inducement resolution, and the expenditure is described in
such inducement resolution

The Borrower shall use proceeds of the Loan to reimburse itself for
expenditures paid prior to the date the Securities were issued only if such
reimbursement is made within eighteen months after the later of (i) the date
the expenditure is paid or (ii) the date the Project is placed in service, but in
no event later than three years after the date the original expenditure was

Except for any reimbursement allowed under this Section 3.3, no portion of the
proceeds advanced to the Borrower will be used to pay for expenditures relating
to acquiring existing facilities (as contrasted with costs of enhancements, repair or
rehabilitation of existing facilities)

3.4 Neither the Project nor any portion thereof has been, is expected to be, or will be
sold or otherwise disposed 0£ in whole or in part, prior to the last maturity date of
the Securities

3.5 The Borrower has entered into the Loan Agreement of even date hereof under
which it is committed to borrow $560,000 from the Issuer of the Securities and
the Borrower reasonably expects to borrow and expend the full amount of such
commitment

Az014-A-9044-CB001 (JABLONJ )
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3.6 At least 75% of the Loan Amount is expected to be used for Construction
Purposes.

3.7 The Borrower will not use proceeds of the Loan (i) to pre-pay for goods or
services to be received over a period of years prior to the date such goods or
services are to be received, or (ii) to pay for or otherwise acquire goods or
services from an Affiliated Person, as defined in Exhibit A.

3.8 The Borrower shall at all times be a Qualified Borrower.

4. Remedial Action.

4.1 The Borrower agrees to operate the Project as a Qualifying Facility.

The Borrower aclmowledges that if property financed with proceeds of the
Securities advanced to the Borrower is operated in a manner other than as a
Qualifying Facility such operation may constitute a "deliberate action" that may
require remedial actions to prevent the tax credit being produced by the Securities
from being disallowed.

The Borrower shall promptly contact the Issuer as provided in Section 6.3 hereof
if it considers operating property financed with proceeds of the Loan other than as
a Qualifying Facility.

4.2 The Borrower acknowledges that if property financed with proceeds of the Loan
is sold or otherwise disposed of in a manner contrary to die provisions of
Section 3.4 hereof, such sale or disposition may constitute a "deliberate action"
that may require remedial actions to prevent the tax credit being produced by die
Securities Rom being disallowed. If the Borrower considers the sale or other
disposition of property financed with proceeds of the Loan, it shall promptly
contact the Issuer, in the manner set forth in Section 6.3 hereof

5. Funds and Accounts. Investments.

5.1 After the issuance of the Securities, neither the Borrower nor any Related Person
to the Borrower has or will have any property, including cash, securities or any
other property held as a passive vehicle for the production of income or for
investment purposes, that constitutes:

(i) amounts that have a sufficiently direct nexus to the Securities or to
the governmental purpose of the Securities to conclude that the amounts would
have been used for that governmental purpose if the Securities were not used or to
be used for that governmental purpose (the mere availability or preliminary
earmarking of such amounts for a governmental purpose, however, does not itself
establish such a sufficient nexus);

CFC DOC
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(ii) amounts in a debt service fund, redemption fund, reserve fund,
replacement fund or any similar fund to the extent reasonably expected to be used
directly or indirectly to pay principal of or interest on the Securities or any
amounts for which there is provided, directly or indirectly, a reasonable assurance
that the amount will be available to pay principal of or interest on the Securities or
any credit enhancement or liquidity device with respect to the Securities, even if
the Issuer, the Borrower or any Related Person to either of them encounter
financial difficulties; or

I

(i i i ) any amounts held pursuant to any agreement (such as an agreement
to maintain certain levels of types of assets) made for the benefit of the holders of
the Securities or any credit enhancement provider, including any liquidity device
or negative pledge (e.g., any amount pledged to pay principal of or interest on an
issue held under an agreement to maintain the amount at a particular level for the
direct or indirect benefit of holders of the Securities or a guarantor of the
Securities).

No compensating balance, liquidity account, negative pledge of property held for
investment purposes required to be maintained at least at a particular level or
similar arrangement exists with respect to, in any way, theSecurities or any credit
enhancement or liquidity device related to the Securities.

5.2 During the acquiring/constructing/equipping of the Project, the Borrower will
only draw down amounts Hom the Issuer for capital expenditures already paid by
the Borrower.

5.3 Neither the Borrower nor any Related Person to the Borrower will enter into any
hedge (e.g., an interest rate swap, interest rate cap, futures contract, forward
contract or an option) with respect to the Loan or the Securities.

5.4 All property subject to the Mortgage is and will be used by the Borrower in the
conduct of its trade or business. The Borrower reasonably expects to repay the
Loan from current operating revenues. The Mortgage does not require that cash,
securities, obligations, annuity contracts or other property held principally as a
passive vehicle for the production of income be maintained, individually or
collectively, at any particular level.

Miscellaneous.

6.1 This Project Agreement shall be governed by and construed in accordance with
the laws of the Commonwealth of Virginia.

6.2 Prior to the date 15 days before the Securities were sold, neither the Borrower nor
any Related Person to the Borrower has sold or delivered any obligations that are

reasonably expected to be paid out of substantially the same source of funds as the
Securities. Neither the Borrower nor any Related Person to the Borrower will sell

I

I
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or deliver within 15 days after the date hereof any obligations dirt are reasonably
expected to be paid out of substantially the same source of fids as the Securities

6.3 A11 notices provided for herein shall be given or made in writing (including
without limitation, by telecopy) and delivered to the Issuer at the "Address for
Notices" specified below. All such communications shall be deemed to have
been duly given (i) when personally delivered including, without limitation, by
overnight mail or courier service, (ii) in the case of notice by United States mail
certified or registered, postage prepaid, return receipt requested, upon receipt
thereof; or (iii) in the case of notice by telecopy, upon transmission thereof]
provided such transmission is promptly confirmed by either of the methods set
forth in clauses (i) or (ii) above in each case given or addressed as provided for
herein. The Address for Notices of the Issuer is as follows

National Rural Utilities Cooperative Finance Corporation
2201 Cooperative Way
Herndon, Virginia 20171 -3025
Attention: Senior Vice President - Member Services
Fax #703-709-6776

6.4 The Borrower represents that it has not been contacted by the Internal Revenue
Serv ice or any issuer of bonds, the proceeds of which were loaned to the
Borrower regarding any examination of any tax exempt bonds issued for the
benefit of the Borrower. To the best of the knowledge of the Borrower, no such
obligations of the Borrower are currently under examination by the Internal
Revenue Service

6.5 Any restriction or covenant contained herein need not be observed or may be
changed if such nonobservance or change will not result in the loss of any tax
credit under Section 54 of the Code for the purpose of federal income taxation to
which the Securities is otherwise entitled and the Borrower receives an opinion of
Bond Counsel to such effect and the Issuer agrees to such nonobservance or
change

6.6 If any clause, provision or section of this Project Agreement is ruled invalid by
any count of competmtjudsdicNon, the invalidity of such clause, provision or
section shall not affect any of the remaining clauses, sections or provisions hereof

6.7 The terms, provisions, covenants and conditions of this Project Agreement shall
bind and inure to the benefit of the respective Successors and assigns of the Issuer
and the Borrower

6.8 This Project Agreement shall terminate on the date three (3) years after the CREB
Mamxity Date

CFC DOC
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The undersigned acknowledge that this Project Agreement is given as a basis for an
opinion of the law firm of Chapman and Cutler LLP, Chicago, Illinois, and such firm is hereby
authorized to rely on this Project Agreement.

DATED as of the day and year first above written.

SULPHUR SPRINGS VALLEY ELECTRIC
COOPERATIVE, INC.

By 8 \'Van
Title P»-=.l&¢..-1'

\
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EXHIBIT A

DEFINITIONS

ciliated Person means any Person that (a) at any time during the six months prior to
the Closing Date, (i) has more than Eve percent of the voting power of the governing body of the
Issuer or the Borrower in the aggregate vested in its directors, officers, owners, and employees or
(ii) has more than five percent of the voting power of its governing body in the aggregate vested
in directors, ofEcels, board members, owners, members or employees of the Issuer or the
Borrower or (b) during the one-year period beginning six months prior to the Closing Date, (i)
the composition of the governing body of which is modified or established to reflect (directly or
indirectly) representation of the interests of the Issuer or the Borrower (or for which an
agreement, understanding, or arrangement relating to such a modification or establishment
during that one-year period) or (ii) the composition of the governing body of the Issuer or the
Borrower is modified or established to retiect (directly or indirectly) representation of the
interests of such Person (or for which an agreement, understanding, or arrangement relating to
such a modification or establishment during that one-year period)

Bond Counsel" means Chapman and Cutler LLP or any other nationally recognized
firm of attorneys experienced in the field of municipal obligations whose opinions are generally
accepted by purchasers of municipal obligations

Closing Date " means the date the Issuer issues the Securities

means the InternalRevenue Code of 1986, as amended

Constructed Personal Properly" means tangible personal property (or, if acquired
pursuant to a single acquisition contract, properties) or Specially Developed Computer Sotiware
if(i) a substantial portion of the property or properties is completed more than six (6) months
after the earlier of the date construction or rehabilitation commenced and the date the Borrower
entered into an acquisition contract, (ii) based on the reasonable expectations of the Borrower, if
any, or representations of the person constructing the property, with the exercise of due
diligence, completion of construction or rehabilitation (and delivery to the issuer) could not have
occurred within that six-month period; and (iii) if the Borrower itself builds or rehabilitates the
property, not more than 75 percent of the capitalizable cost is attributable to property acquired by
the Borrower (e.g., components, raw materials, and other supplies)

Construction Purposes means capital expenditures that are allocable to thecost of Rea1
Property or Constructed Personal Property. Except as provided in the next succeeding sentence,
construction expenditures do not include expenditures for acquisitions of interests in land or
other existing real property. Expenditures are not for the acquisition of an interest in existing
real property other than land if the contract between the seller and the Borrower requires the
seller to build or install the property (e.g., a turnkey contract), but only to the extent that the
property has not been built or installed at the time the parties enter into the contract

CFC DOC
Az014-A-9044-CB001 (JABLONJ )
117517-1

E

E



"l»

"Control" means the possession, directly or indirectly through others, of either of the
following discretionary and non-ministerial rights or Powers over another entity (i) to approve
and to remove without cause a controlling portion of the governing body of a Controlled Entity,
or (ii) to require the use of funds or assets of a Controlled Entity for any purpose.

"Controlled Entity" means any entity or one of a group of entities that is subject to
Control by a Controlling Entity or group of Controlling Entities .

"Controlled Group " means a group of entities directly or indirectly subject to Control by
the same entity or group of entities, including the entity that has the Control of the other entities.

"Controlling Entity" means any entity or one of a group of entities directly or indirectly
having Control of any entities or group of entities.

"CREW Maturity Date " shall have the meaning ascribed to it in the Loan Agreement.

"Governmental Body" means any State, territory, possession of the United States, the
District of Columbia, Indian tribal government, and any political subdivision thereof

Mortgage" means the mortgage and security agreement applicable to substantially all of
the property of the Borrower.

"Qualified Borrower" means (i) a mutual or cooperative electric company descn'bed in
Sections 501(c)(12) or 1381(a)(2)(C) of the Code, or (ii) a Governmental Body (as defined
above).

"Real Property" means land and improvements to land, such as buildings or other
inherently permanent structures, including interests in real property. For example, real properly
includes wiring in a building, plumbing systems, central heating or Muir-conditioning systems,
pipes or ducts, elevators, escalators installed in a building, paved parking areas, roads, wharves
and docks, bridges, and sewage lines.

"Related Person " means any member of the same Controlled Group as the Issuer or the
Borrower and any person related to the Issuer or a Borrower wi thin the meaning of
Section 144(a)(3) of the Code.

"Solar Energy Facility " means a facility using solar energy to produce electricity.

"Specially Developed Computer Software" means any programs or routines used to
cause a computer to perform a desired task or set of tasks, and the documentation required to
describe and maintain those programs, provided that the software is specially developed and is
functionally related and subordinate to real property or other constructed personal property.

"Tangible Personal Property" means any tangible property other than real property,
including interests in tangible personal property. For example, tangible personal property

CFC DOC
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includes machinery that is not a structural component of a building, subway cars, fire trucks,
automobiles, office equipment, testing equipment, and furnishings.
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EXHIBIT B

UPDATED DESCRIPTION OF THE PROJECT

CFC App l i ca t i on
Bond Proceeds Needed for Project
Bond Al locat ion Requested and Received:

N o .  14  S u l f u r  S p r i ngs  V a l l ey  E C ,  I nc

$560,000
$560,000

Name of  Pro ject Pearce Elementary School  Dist r ict  Photovol ta ic
Solar Automobi le Parking Shade St r i i c ture

Project Street Addresses

Pearce Elementary School
1487 E.  School  Rd
Pearce.  AZ 85625
Phone
(520) 826-3328
F a x
(520) 826-3531

Ash Creek Elementary School
6460 East  H ighway 181
Pearce.  AZ 85625

(520) 824-3340

(520) 824-3410

Count y Coch i se  Count y

Indiv idual  Name to Contact
Company Name
Street Address
City, State, Zip
Telephone N u m b e r
Fax

Jack B la i r
Sulphur Springs Val ley Elect r i c  Cooperat ive,  Inc.
311  E .  W i l cox  D r i ve
S i ena  V i s t a ,  AZ  85635
(520)  515-3470
( 5 2 0 ) 4 5 8 - 3 4 6 7

Updated Detai led Description of  the Project:

A cant i levered shade st ructure at  a school  on the top of  which wi l l  be const ructed a 23kW solar
pho t ovo l t a i c  sys t em  t o  supp l y  pow er  t o  t he  schoo l .  Excess  pow er  w i l l  f l ow  on  t o the S S V E C
system.
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EXHIBIT C

ORIGINAL DESCRIPTIDN OF THE PROJECT

[COPY oF ExmB1T A To ISSUER ArPL1CAT1ON To THE IRS]
CLEANRENEWABLE ENERGY BONDS APPLICATION

EXHIBIT A

SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE. INC

PEARCE ELEMENTARY School. D1sTR1cT PHOTOVOLTAIC SOLAR SHADE STRUCTURE

This project will place photovoltaic modules costing $280,000 each, that will produce 23 kW of
electricity in the shade structures in the two Pearce Elementary School District schools. The PV
structure will provide electricity to the respective school at no charge. There will also be a cable
connection to a computer in the library of each school to show students how the system is
worldng

This project is the identical project that Navopache Electric Cooperative in Arizona built in 2001
that continues to function with no issues/problems

SSVEC will operate and maintain the structure. Any excess power produced will flow back to
the SSVEC grid

The PV structures at the schools will significantly reduce their electric bills, which have been
disproportionately large due to the per meter monthly surcharges mandated by the Environmental
Portfolio Program (EPP), and approved by the Arizona Corporation Commission. All customers
pay the EPP fees to SSVEC, which uses them to fund renewable energy projects. Since each
school has many meters, they pay the EPP a disproportionately large amount of dollars. The
benefit of reduced electric bills will offset their payments into the fund

The RFP issued by Sulphur Springs Valley Electric Cooperative follows

CFC DOC
AZ014-A-9044-CB001 (JABLONJ)
117511-1

l Jul l II

i



SULPHUR SpRn~1Gs VALLEY ELECTRIC COOPERATIVE. INC
A TOUCHSTONE ENERGY® COOPERATIVE

FOR THE ELECTRIC COOPERATIVES IN THE STATE oF AR1ZONA

REQUEST
A

PROPOSAL

Fox

A PHOTOVOLTAIC SYSTEM
USED FOR

SHADE STRUCTURES
F o r

PUBLIC BUILDINGS

ISSUED: AUGUST 1. 2005

Narrative: The Electric Cooperatives in Arizona (Duncan Valley EC, Graham County
EC, Mohave EC, Navopache EC, Sulfur Springs Valley EC, Trico EC and Arizona Electric

Power Cooperative, Inc.) request a proposal for a modular designed system to supply a 10 kW to
30 kW Photovoltaic (PV) system. System size is relative to the space available for the PV panels
on each site. System may consist of multiple free standing modules interconnected to meet the 10
to 30 kW size requirement. Modules to be used as free standing carports or free standing covers
for walkways to provide shade. These systems are to be used at public buildings to increase the
awareness of PV systems and operations and systems will be sized based on the available space.
Base pricing for 10, 15, 20, 25, and 30 kW systems are requested (systems may be rounded to the
nearest kw increment). The interconnection cost from thePV system to nearest distribution
panel will be on a case by case basis due to the variation in sites. This RFP is not all inclusive
and contractor may include other specifications or requirements they feel are necessary for a
successful venture.

This RFP is released on August 1, 2005 and response must be in a written proposal by
October 1, 2005. For questions or clarification of details please contact Albert Gomez (520-515-
3473) or David Bane (520-515-3472).

i

E

SCOPE OF WORK - THE CONTRACTOR WILL BE RESPONSIBLE FOR THE FOLLOWInGs

Structural design of the supporting PV structures (carport and walkway)
One line circuit diagrams for approval by local Cooperative's engineering department
Complete wiring diagrams (to be included in owner manual)
Isolation transformers as needed to meet the NEC
Purchase and installation of all components
Systems test period of 4-6 weeks prior to transfer of title of equipment to site owner

1

1

i
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Any required Permits (Cooperative will reimburse actual cost of permits)
Meter socket on the A/C output of the inverter(s)
Interconnection with Customers electric service
Fencing around inverters and other equipment as required for security and public safety
Project to meet or exceed SunWatts standards
Basic training for site owner/ site operator
Operators Manual

THE COOPERATIVE WILL PROVIDE THE FOLLOWING

Meter to measure AC output from PV system to owners electric panel
Written permission from site owner to build the PV Module
Act as the point of contact with the installation Contractor on behalf of the site owner

STRUCTURAL DES1GN REQUIREMENTS

The basic structure is to support die PV cells but must be able to work as a carport with
all the required clearances. Support should be in a cantilever style to allow easy parldng, spacing
on vertical supports should be in multiples of 10 feet to be able to match typical parking lot
spacing, height should allow the parking of fill] size passenger vans, and structure does not have
to be water proof (providing shade to vehicles is secondary to the production of energy). Sample
profile (to show intent not required design) is on page 4. Ideal structure would have the ability
to support PV panels that would be effective if the long side of the structure is in a North-South
as well as East-West orientation

PV DESlGN REQUIREMENTS

•

PV panels shall have warranty for a minimum of 15 years to cover rated output (output
degradation not to exceed 20% over life of panel)
A11 system components will be UL certified
System will include isolation transformers per section 250-30 of the NEC
Polyphase inverter with voltage to match customer's system
Inverter to match capacity of project
15 year manufacturers warranty on Inverter (contractor may use an extended warranty

insurance policy to meet 15 year requirement)
Contractor will warranty repair labor at 100% for first 5 years, 66% of labor for second 5

years, and 33% of labor for remaining 5 years, (limited to warranty repairs)
Interconnection costs &om site of PV system to nearest practical distribution panel will be

on a case by case basis, (site selection process will keep this as short as possible)

SUNWATTS REQUIREMENTS

One-line drawings subject to approval by local Cooperative's engineering department
Units to operate in parallel with grid
Includes protection for out of iiequency problems

CFC DOC
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Low harmonics
Inverter must disconnect in the event grid power is lost
Lockable safety switch located between the inventer and meter socket

TRAINING REQUIREMENTS

The Contractor wil l prov ide suff icient time with the site owner to explain how to
disconnect the system, locate inverter, identify all junction boxes between the modules, and
identify any system warning lights or displays. Contractor will also provide system manual with
basic operating instructions and all the associated warranty information and manufacturer
contacts listed

CFC DOC
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EXHIBIT D

MONTHLY DRAWDOWN SCHEDULE OF AMOUNTS TO BE ADVANCED TO THE

BORROWER PURSUANT TO THE LOAN AGREEMENT

DATE on WHICH PROCEEDS ARE
EXPECTED To BE EXPENDED

AMOUNTS OF PROCEEDS TO BE
EXPENDED

October 13. 2008 $280.000

October 20. 2008 $280.000

s

;

i
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SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC.

To

NATrONAL RURAL UTILITIES
COOPERATIVE FINANCE CORPORATION

Issuer

LOAN AGREEMENT

Dated as of I5/av ,200;1

Clean Renewable Energy Bonds
(Cooperative Renewable Energy Projects) Series 2008A

of National Rural Utilities Cooperative Finance Corporation

CFC LOANAG
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"Bond Counsel" means an attorney at law or a firm of attorneys (designated by CFC and
acceptable to the Trustee) of nationally recognized standing in matters pertaining to the taxexempt
nature of interest or tax credits on bonds issued by states and their political subdivisions, duly
admitted to the practice of law before the highest court of any state of the United States of America.

"Average DSC Ratio" shall mean the average of the Borrower's two highest annual DSC
Ratios during the most recent three calendar years.

"Authorized Officer of the Borrower" means the Chairman, General Manager or Chief
Financial Officer of the Borrower or any other person authorized by the Board of the Borrower so to
act or any other person performing a function similar to the function perfumed by any such officer or
authorized person.

"Advance" shall mean each advance of funds by CFC to the Borrower pursuant to the rems
and conditions of this Agreement, including the Initial Advance and the Primary Advance.

"Accounting Requirements" shall mean any system of accounts prescribed by a federal
regulatory authority having jurisdiction over the Borrower or, in the absence thereof, the requirements
of GAAP applicable to businesses similar to that of the Borrower.

Section 1.01 For purposes of this Agreement, the following capitalized terms shall have the
following meanings (such definitions to be equally applicable to the singular and the plural form
thereof). Capitalized terms that are not defined herein shall have the meanings as set forth in the
Mortgage.

NOW, THEREFORE, for and in consideration of the premises and the mutual covenants
hereinafter contained, the parties hereto agree and bind themselves as follows:

WHEREAS, the Borrower has agreed to execute a promissory note to ev idence an
indebtedness in the aggregate principal amount of the CFC Commitment (as hereinafter defined).

WHEREAS, the Borrower has applied to CFC for a loan for the purposes set forth in
Schedule 1 hereto, and CFC is willing to make such a loan to the Borrower on the terms and
conditions stated herein, and

LOAN AGREEMENT (this "Agreement") dated as of . ,
between SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC. ("Borrower"), a
corporation organized and existing under the laws of the State of Arizona and NATIONAL RURAL
UTIUTIES COOPERATIVE FINANCE CORPORATION ("CFC"), a cooperative association
organized and existing under the laws of the District of Columbia.

LOAN AGREEMENT

DEFINITIONS

ARTICLE I

RECITALS



A

2

4

"Business Day" shall mean any day that both CFC and the depository institution CFC
utilizes fm* funds transfers hereunder are open for business.

"CFC Commitment" shall have the meaning as defined in Schedule 1.

"CFC CREB Rate" shall mean the interest rate charged by CFC for loans made by CFC from
proceeds of the CREBs which rate shall not exceed one hundred and fifty basis points (150/100 of
1%) per annum.

"Closing Date" shall mean the date CFC issues the CREBs.

"Code" shall mean the Internal Revenue Code of 1985, as supplemented and amended.

"Completion Certificate" shal l  mean the cer t i f i cate of  the Borrower requi red by
Section 5.01.P of this Agreement, substantially in the form of Exhibit C hereto.

"CREBs" shall mean the series of Securities issued by CFC to provide financing for the
Project.

"CREB Maturity Date" shall mean the maturity date of the CREBs, which shall be the
December 15th prior to the Maximum CREB Term Anniversary Date.

"Debt Service Coverage ("DSC") Ratio" shall mean the ratio determined as follows: for any
calendar year add (i) Operating Margins, (ii) Non-Operating Margins--Interest, (iii) Interest Expense,
(iv) Depreciation and Amortization Expense, and (v) cash received in respect of generation and
transmission and other capital credits, and divide the sum so obtained by the sum of all payments of
Principal and Interest Expense required to be made during such calendar year: provided, however,
that in the event that any amount of Long~Term Debt has been refinanced during such year, the
payments of Principal and Interest Expense required to be made during such year on account of
such refinanced amount of Long-Tem1 Debt shall be based (in lieu of actual payments required to be
made on such refinanced amount of Long-Term Debt) upon the larger of (i) an annualization of the
payments required to be made with respect to the refinancing debt during the portion of such year
such refinancing debt is outstanding or (ii) the payment of Principal and interest Expense required to
be made during the following year on account of such refinancing debt.

"Default Rate" shall mean a rate per annum equal to one hundred and fifty basis points
(150/100 of 1%).

"Depreciation and Amortization Expense" shall mean an amount constituting the
depreciation and amortization of the Borrower computed pursuant to Accounting Requirements.

"Determination of Tax Credit Ineligibility" shall mean a determination that a particular
series of Securities does not qualify for a tax credit for the owner thereof under Section 54 of the
Code, which determination shall be deemed to have been made upon the occurrence of the first to
occur of the following:

(a) the date on which CFC determines that there is a significant likelihood that a
particular series of Securities may not qualify for a tax credit, if  such determination is
supported by a written opinion of Bond Counsel to that effect, or

CFC LOANAG
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"Governmental Authority" shall mean the government of the United States of America, any
other nation or government, any state or other political subdivision thereof, whether state or local,
and any agency, authority, instrumentality, regulatory body, court or other entity exercising executive,
legislative, judicial, taxing, regulatory or administrative Powers or functions of or pertaining to
government.

"Hazardous Material" shall mean any (a) petroleum or petroleum products, radioactive
materials, asbestos-containing materials, polychlorinated biphenyls, lead and radon gas, and (b) any

"GAAP" shall mean generally accepted accounting principles set forth in the opinions and
pronouncements of the Accounting Principles Board and the American institute of Certified Public
Accountants and statements and pronouncements of the Financial Accounting Standards Board.

"Funds Requisition Statement" shall mean the certificate of the Borrower, in the form set
forth as Exhibit A to this Agreement, by which the Borrower will obtain an advance of funds from CFC
under the Loan.

"Equity" shall mean the aggregate of the Borrower's equities and margins computed
pursuant to Accounting Requirements.

discharge, storage, management

"Environmental Laws" shall mean all laws, rules and regulations promulgated by any
Governmental Authority, with which Borrower is required to comply, regarding the use, treatment,

, handling,
distribution, transport, release of or exposure to any Hazardous Material.

"Distributions" shall mean, with respect to the Borrower, any dividend, patronage refund,
patronage capital retirement or cash distribution to its members, or consumers (including but not
limited to any general cancellation or abatement of charges for electric energy or services furnished
by the Borrower). The tem "Distribution" shall not include (a) a distribution by the Borrower to the
estate of a deceased patron, (b) repayment by the Borrower of a membership fee upon termination of
a membership, or (c) any rebate to a patron resulting from a cost abatement received by the
Borrower, such as a reduction of wholesale power cost previously incurred.

"Event of Default" shall have the meaning as described in Article VI hereof.

"Draw Perlod" shall have the meaning as described in Schedule 1 hereto.

(b) the date on which CFC shall receive notice in writing that the Trustee has been
advised by the owner of any Security that a particular series of Securities does not qualify for
a tax credit for the owner thereof, based upon a final determination made either by: (A) the
Internal Revenue Service in a published or private ruling or technical advice memorandum or
(B) any court of competent jurisdiction in the United States of America, as a result of a failure
by CFC or any borrower to observe any agreement or representation in the Tax Compliance
Agreement or a Loan Agreement or Project Agreement relating to the proceeds of the
Securities. Any such determination will not be considered final for this purpose unless the
Owner of the Securities involved in the proceeding or action resulting in the determination (i)
gives CFC and the Trustee prompt written notice of the commencement thereof and (ii) if
CFC agrees to pay all expenses in connection therewith and to indemnify such Owner of the
Securities against all liabilities in connection therewith, offers CFC an opportunity to contest
the determination, either directly or in the name of the Owner of the Securities, and until
conclusion of any review, if sought.

manufacture, generation, processing, recycling,

3
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"Non-Operating Margins--lnterest" shall  mean the amount representing the interest
component of  non-operat ing margins of  the Borrower computed pursuant to Account ing
Requirements.

"Maximum CREB Term Anniversary Date" shall mean the anniversary of the Closing Date
that occurs at the maximum term permitted for the CREBs under Section 54(e)(2) of the Code as in
effect on the Closing Date.

"Loan Documents" shall mean this Agreement, the Note, the Mortgage, the Project
Agreement and all other documents or instruments executed, delivered or executed and delivered by
the Borrower and evidencing, securing, governing or otherwise pertaining to, the Loan.

"Long-Term Debt" shall mean an amount constituting the long-term debt of the Borrower
computed pursuant to Accounting Requirements.

"Maturity Date" shall mean the Payment Date immediately prior to the CREB Maturity Date
permitted for the CREBs under Section 54(e)(2) of the Code as in effect on the Closing Date.

"Loan" shall mean the loan made by CFC to the Borrower, pursuant to this Agreement and
the Note, in an aggregate principal amount not to exceed the CFC Commitment.

"Loan Capital Term Certificate" or "LCTC" shall mean a certificate, or book entry form of
account,evidencing the Borrower's purchase of equity in CFC.

"Lien" shall mean any statutory or common law consensual or non-consensual mortgage,
pledge, security interest, encumbrance, lien, right of set off, claim or charge of any kind, including,
without limitation, any conditional sale or other title retention transaction, any lease transaction in the
nature thereof and any secured transaction under the Uniform Commercial Code.

"Interest Expense" shall mean an amount constituting the interest expense with respect to
Long-Tenm Debt of the Borrower computed pursuant to Accounting Requirements. In computing
Interest Expense, there shall be added, to the extent not otherwise included, an amount equal to 33-
1/3% of the excess of Restricted Rentals paid by the Borrower over 2% of the Borrower's Equity.

"Initial Advance" shall mean the Advance made by CFC on the Closing Date pursuant to
Section 3.02.A hereof to fund a portion of CFC's costs in issuing the CREBs attributable to the CFC
Commitment, including, but not limited to, original issue discount, undenuriting discount and other
costs of issuance, including, without limitation, rating agency costs and legal, underwriting and
Trustee expenses.

"Indenture" shall mean the Indenture between CFC and U.S. Bank Trust Company National
Association, relating to the first issue of Securities, pursuant to which the Securities, including the
CREBs are issued, as supplemented and amended.

other substance designated as hazardous or toxic or as a pollutant or contaminant under any
Environmental Law.

"Mortgaged Property" shallhave the meaning ascribed to it in the Mortgage.

"Mortgage" shall have the meaning as described in Schedule 1 hereto.

4
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"Note" shall mean the secured promissory note, payable to the order of CFC, executed by
the Borrower, dated as of even date herewith, pursuant to this Agreement as identified on Schedule
1 hereto and shall include any substitute note or modification thereto.

"Obligations" shall mean any and all liabilities, obligations or indebtedness owing by the
Borrower to CFC, of any kind or description, irrespective of whether for the payment of money,
whether direct or indirect, absolute or contingent, due or to become due, now existing or hereafter
arising.

"Operating Margins" shall mean the amount of patronage capital and operating margins of
the Borrower computed pursuant to Accounting Requirements.

"Payment Date" shall mean the first (1st) day of each of March, June and September and
December.

"Payment Notice" shall mean a notice furnished by CFC to the Borrower that indicates the
amount of each payment of interest or interest and principal and the total amount of each payment
due.

"Permitted Encumbrances" shall have the meaning ascribed to it in the Mortgage.

"Person" shall mean natural persons, cooperatives, corporations, limited liability companies,
limited partnerships, general partnerships, limited liability partnerships, joint ventures, associations,
companies, trusts or other organizations, irrespective of whether they are legal entities, and
Governmental Authorities.

"Primary Advance" shall mean the Advance made by CFC to the Borrower pursuant to
Section 3.02.B hereof two Business Days after the Closing Date to reimburse Borrower for costs of
the Project.

"Principal" shall mean the amount of principal billed on account of Long-Term Debt of the
Borrower computed pursuant to Accounting Requirements.

"Project" shall mean the project being financed pursuant to the Loan, as further described in
Schedule 1.

"Project Account" means an account created pursuant to the Indenture within the Project
Fund related to the CREBs.

"Project Agreement" shall mean the Project Agreement, dated as of even date herewith,
executed by the Borrower with respect to the Project and the CREBs.

"Project Fund" means the Project Fund created and identified as such in the Indenture.

"Restricted Rentals" shall mean all rentals required to be paid under finance leases and
charged to income, exclusive of any amounts paid under any such lease (whether or not designated
therein as rental or additional rental) for maintenance or repairs, insurance, taxes, assessments,
water rates or similar charges. For the purpose of this definition the term "finance lease" shall mean
any lease having a rental term (including the term for which such lease may be renewed or extended
at the option of the lessee) in excess of three (3) years and covering property having an initial cost in
excess of $250,000 other than automobiles, trucks, trailers, other vehicles (including without
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C. Authority; Validity. The Borrower has the power and authority to enter into this
Agreement, the Note, the Project Agreement and the Mortgage, to make the borrowing hereunder, to
execute and deliver all documents and instruments required hereunder and to incur and perform the
obligations provided for herein, in the Note, in the Project Agreement and in the Mortgage, all of
which have been duly authorized by all necessary and proper action, and no consent or approval of

B. Subsidiaries and Ownership. Schedule 1 hereto sets forth a complete and accurate
list of the Subsidiaries of the Borrower showing the percentage of the Borrower's ownership of the
outstanding stock, membership interests or partnership interests, as applicable, of each Subsidiary.

A. Good Standing. The Borrower is duly organized, validly existing and in good
standing under the laws of the jurisdiction of its incorporation or organization, is duly qualified to do
business and is in good standing in those states in which it is required to be qualified to conduct its
business. The Borrower is a member in good standing of CFC.

Section 2.01 The Borrower represents and warrants to CFC that as of the date of this
Agreement:

assigns.

"Total Utility Plant" shall mean the amount constituting the total utility plant of the Borrower
computed pursuant to Accounting Requirements.

"TotaI Assets'° shall mean an amount constituting the total assets of the Borrower computed
pursuant to Accounting Requirements.

"Termination Certificate" shal l  mean the cert i f i cate of  the Borrower requi red by
Section 5.01 .Q of this Agreement, substantially in the form of Exhibit D hereto.

"Tax Compliance Agreement" means a tax compliance certificate and agreement of CFC
with respect to a series of Securities, as accepted by the Trustee, as amended.

"Subsidiary" as to any Person, shall mean a corporation, partnership, limited partnership,
limited liability company or other entity of which shares of stock or other ownership interests having
ordinary voting power (other than stock or such other ownership interests having such power only by
reason of the happening of a contingency) to elect a majority of the board of directors or other
managers of such entity are at the time owned, or the management of which ts otherwise controlled,
directly or indirectly through one or more intermediaries, or both, by such Person. Unless otherwise
qualified, all references to a "Subsidiary" or to "Subsidiaries" in this Agreement shall refer to a
Subsidiary or Subsidiaries of the Borrower.

limitation aircraft and ships), office, garage and warehouse space and office equipment (including
without limitation computers).

"Securities" shall mean one or more series of clean renewable energy bonds issued by CFC
under the indenture.

"Trustee" shall mean U.S. Bank Trust Company National Association and its successors and

REPRESENTATIONS AND WARRANTIES

ARTICLE ll

6



any Person, including, as applicable and without limitation, members of the Borrower, which has not
been obtained is required as a condition to the validity or enforceability hereof or thereof.

Each of this Agreement, the Note, the Project Agreement and the Mortgage is, and when fully
executed and delivered will be, legal, valid and binding upon the Borrower and enforceable against
the Borrower in accordance with i ts terms, subject to appl icable bankruptcy, insolvency,
reorganization. moratorium or other laws affecting creditors' rights generally and subject to general
principles of equity.

D. No Conflicting Agreements. The execution and delivery of the Loan Documents
and performance by the Borrower of the obligations thereunder. and the transactions contemplated
hereby or thereby, wm not: (i) violate any provision of law. any order, rule or regulation of any court or
other agency of government, any award of any arbitrator, the articles of incorporation or by-laws of
the Borrower, or any indenture, contract. agreement, mortgage, deed of trust or other instrument to
which the Borrower is a party or by which it or any of its property is bound, or (ii) be in conflict with,
result in a breach of or constitute (with due notice and/or lapse of time) a default under, any such
award, indenture, contract, agreement, mortgage, deed of trust or other instrument, or result in the
creation or imposition of any Lien (other than contemplated hereby) upon any of the property or
assets of the Borrower.

The Borrower is not in default in any material respect under any agreement or instrument to which it
is a party or by which it is bound and no event or condition exists which constitutes a default, or with
the giving of notice or lapse of time, or both, would constitute a default under any such agreement or
instrument.

E. Taxes. The Borrower, and each Of its Subsidiaries, has filed or caused to be filed all
federal, state and Ideal tax returns which are required to be filed and has paid or caused to be paid
all federal, state and local taxes, assessments, and governmental charges and levies thereon,
including interest and penalties to the extent that such taxes, assessments, and governmental
charges and levies have become due, except for such taxes, assessments, and governmental
charges and levies which the Borrower or any Subsidiary is contesting in good faith by appropriate
proceedings for which adequate reserves have been set aside.

F. Licenses and Permits. The Borrower has duly obtained and now holds all licenses,
permits, certifications, approvals and the like necessary to own and operate its property and business
that are required by Governmental Authorities and each remains valid and in full force and effect.

G. Litigation. There are no outstanding judgments, suits, claims, actions or proceedings
pending or, to the knowledge of the Borrower, threatened against or affecting the Borrower, its
Subsidiaries or any of their respective properties which, if adversely determined, either individually or
collectively, would have a material adverse effect upon the business, operations, prospects, assets,
liabilities or financial condition of the Borrower or its Subsidiaries. The Borrower and its Subsidiaries
are not, to the Borrower's knowledge, in default or violation with respect to any judgment, order, writ,
injunction, decree, rule or regulation of any Governmental Authority which would have a material
adverse effect upon the business, operations. prospects, assets, liabilities or financial condition of the
Borrower or its Subsidiaries.

H. Financial Statements. The balance sheet of the Borrower as at the date identified in
Schedule 1 hereto, the statement of operations of the Borrower for the period ending on said date,
and the interim financial statements of the Borrower, all heretofore furnished to CFC, are complete
and correct. Said balance sheet fairly presents the financial condition of the Borrower as at said date
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and said statement of operations fairly reflects its operations for the period ending on said date. The
Borrower has no contingent obligations or extraordinary forward or long-term commitments except as
specifically stated in said balance sheet or herein. There has been no material adverse change in
the financial condition or operations of the Borrower from that set forth in said financial statements
except changes disclosed in writing to CFC prior to the date hereof.

I. Borrower's Legal Status. Schedule 1 hereto accurately sets forth: (i) the Borrower's
exact legal name, (ii)
Borrowers organizational identification number or accurate statement that the Borrower has none,
and (iv) the Borrower's place of business or, if more than one, its chief executive office as well as the
Borrowerls mailing address if different.

the Borrower's organizational type-and jurisdiction of organization, (iii) the

J. Required Approvals. Other than the CREBs allocation received from the Internal
Revenue Service, no license, consent or approval of any Governmental Authority is required to
enable the Borrower to enter into this Agreement,
Mortgage, or to perform any of its Obligations provided for in such documents, including without
limitation (and if applicable), that of any state public utilities commission, any state public service
commission, and the Federal Energy Regulatory Commission, except as disclosed in Schedule 1
hereto, all of which the Borrower has obtained prior to the date hereof.

the Project Agreement, the Note and the

K. Compliance With Laws. The Borrower and each Subsidiary is in compliance, in all
material respects, with all applicable requirements of law and all applicable rules and regulations of
each Governmental Authority.

L. Disclosure. ,
Agreement nor any document, certificate or financial statement furnished to CFC by or on behalf of
the Borrower in connection herewith (all such documents, certificates and financial statements, taken
as a whole) contains any untrue statement of a material fact or omits to state any material fact
necessary in order to make the statements contained herein and therein not misleading.

To the Borrower's knowledge, information and belief  neither this

As to property which is presently included in the description of

authenticated any security agreement or mortgage, or filed or authorized any financing

statements in favor of CFC, except as disclosed in writing to CFC prior to the date hereof or relating
to Permitted Encumbrances.

M. No Other Liens.
Mortgaged Property, the Borrower has not without the prior written approval of CFC, executed or

statement to
be filed with respect to assets owned by it other than security agreements, mortgages and financing

N. Environmental Matters. Except as to matters which individually or in the aggregate
would not have a material adverse effect upon the business or financial condition of the Borrower or
its Subsidiaries, (i) Borrower is in compliance with all Environmental Laws (including, but not limited
to, having any required permits and licenses), (ii) there have been no releases (other than releases
remediated in compliance with Environmental Laws) from any underground or aboveground storage
tanks (or piping associated therewith) that are or were present at the Mortgaged Property, (iii)
Borrower has not received written notice or claim of any violation of any Environmental Law, (iv)
there is no pending investigation of Borrower in regard to any Environmental Law, and (v) to the best
of Borrower's knowledge, there has not been any release or contamination (other than releases or
contamination remediated in compliance with Environmental Laws) resulting from the presence of
Hazardous Materiafs on property owned, leased or operated by the Borrower.

Project Agreement. As set forth in the Project Agreement, the Project constitutes "a
qualified project" as defined in Section 54(d)(2)(A) of the Code. As set forth in the Project Agreement,

o.
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the Bon'ower constitutes currently, and will remain through the period that the CREBs remain
outstanding, "a Qualified Borrower", meaning a (i) mutual or cooperative electric company described
in Sections 501(c)(12) or 1381(a)(2)(C) of the Code, or (ii) a Governmental Body, which is defined as
any state, territory possession of the U.S., the District of Columbia, Indian tribal government, and any
political subdivision thereof. The statements, information and descriptions contained in the Project
Agreement are true, correct and complete, and do not contain any untrue statement or misleading
statement of a material fact, and do not omit to state a material fact required to be stated therein or
necessary to make the statements, information and descriptions contained therein, in the light of the
circumstances under which they were made, not misleading, and the estimates and the assumptions
contained in the Project Agreement are reasonable and based on the best information available to
the Borrower.

ARTICLE III

LOAN

Section 3.01 Definitions. For purposes of this Article 3, the following capitalized rems shall
have the following meanings:

"Borrower's Annual Bond Repayment Amount" shall mean the amount determined by
dividing the CFC Commitment by the number of years from the Closing Date to the Maximum CREB
Term Anniversary Date, which amount shall be recalculated on the date CFC rescinds any excess
moneys pursuant to Section 3.05 or 3.06 hereof.

"Quarterly Bond Deposit Amount" shall mean for each Payment Date, the amount
determined by subtracting from the Quarterly Bond Repayment Amountthe principal amount payable
by the Borrower pursuant to Section3.03.A(Ii)(b)(t) onsuch Payment Date.

"Quarterly Bond Repayment Amount" shall mean one-fourth (%) of the Borrowers Annual
Bond Repayment Amount.

Section 3.02 Advances. The obligation of the Borrower to repay the Advances shall be
evidenced by the Note. The aggregate amount of all Advances madehereunder shallnot exceed the
CFC Commitment. At the end of the Draw Period, CFC shall have no further obligation to make
Advances.

A. Initial Advance. Borrower hereby agrees that on the Closing Date, CFC shall
automatically, and without action by Borrower, make the Initial Advance. On the Closing Date, CFC
shall notify Borrower of the final amount of the initial Advance and the amount of the CFC
Commitment remaining for Borrower to subsequently Advance.

B. Subsequent Advances.

(i) The Borrower may submit a request for the Primary Advance to CFC in writing (which
may be submitted by facsimile) no later than 12:00 noon local time at CFC's offices in
Herndon, Virginia seven Business Days prior to the Closing Date. The Primary
Advance may be requested in any amount up to the CFC Commitment. CFC shall
make the Primary Advance two Business Days after the Closing Date in the lesser of
(i) the aggregate amount of such requested Primary Advance, and (ii) the amount of
the CFC Commitment less the amount of the Initial Advance.

CFC LOANAG
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(ii)
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Except as set forth in 3.02.A and 3.02.B(i) hereof, the Borrower shall submit its
request for an Advance to CFC in writing (which may be submitted by facsimile) no
later than 12:00 noon local time at CFC's offices in Herndon, Virginia at least two (2)
Business Days prior to the last Business Day of any calendar month. Borrower may
make multiple requests for Advances during any calendar month in any amount so
long as the aggregate amount of all Advances requested in such month is in an
amount not less than $100,000.00, provided however that at such time as there
remains less ,
request the entirety of such remaining amount. CFC shall make a single Advance to
Borrower on the first Business Day of the calendar month following Borrower's
request(s) for an Advance. Such Advance shall be in the aggregate amount of all
Advances requested by Borrower in the prior month, provided however that at such
time as there remains less than $100,000.00 available for Advance hereunder and
Borrower requests the entirety of such remaining amount, CFC shaft Advance the
entirety of such remaining amount.

than $100,000.00 available for Advance hereunder Borrower may

Section 3.03 Interest Rate and Payment. The Note shall be payable and bear interest as
follows:

Payments; Maturity; Amortization.

(i) The Note shall be due and payable on the Maturity Date.

A.

(ii) On each Payment Date, the Borrower shall promptly pay the following:

(a) accrued interest on the principal amount of theLoan outstanding less the amount
of the Initial Advance, and

(b) the Quarterly Bond Repayment Amount, consisting of:

(1) the principal amount due on any outstanding Advances, determined on the
basis of a quarterly amortization schedule from the date of each Advance,
and

(2) the QuarterlyBond Deposit-Amount.

(iii) If not sooner paid, any amount due on account of the unpaid principal, interest
accrued thereon and fees, if any, shall be due and payable on the Maturity Date.

(iv) Each Advance shall amortize on a level principal payment basis from the date thereof
through the Maturity Date.

(v) CFC will furnish to the Borrower a Payment Notice at least ten (10) days before each
Payment Date, provided, however, that CFC's failure to send a Payment Notice shall not constitute a
waiver by CFC or be deemed to relieve the Borrower of its obligation to make payments as and when
due as provided for herein.

(vi) Noprovision of this Agreement or of any Note shall require the payment, or permit the
collection, of interest in excess of the highest rate permitted by applicable law.
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E Borrower agrees that the records of and all computations by. CFC (in whatever media they are

Amount due on the Loan shall be conclusive in the absence of manifest error.
recorded or maintained) as to the amount of principal interest fees and Quarterly Bond Deposit

B. Application of Payments. Each payment shall be applied to the Loan, first to any
fees, costs, expenses or charges other than interest or principal, second to interest accrued, third to
the Quarterly Bond DepositAmountand the balance to principal.

C. Application of Bond Repayment Deposit. At such time aS the aggregate amount
billed by CFC in any calendar year on account of amortized principal under this Agreement exceeds
the Borrower's Annual Bond Repayment Amount for such year, CFC shall apply a portion of the
Borrower's prior payments of the Quarterly Bond Deposit Amount in the amount of such overage to
principal then due. Until such time, Borrower's payments of the Quarterly Bond Deposit Amount shall
not reduce the amount of principal outstanding and subject to amortization. Any amount paid by the
Borrower under this Agreement on account of the Quarterly Bond Deposit Amount in excess of the
principal amount of the fully advanced Loan shall be refunded to the Borrower on the Maturity Date.

D. Interest Rate Computation. Each Advance except the Initial Advance shall bear
interest at the CFC CREB Rate which shall apply until the Maturity Date. The initial Advance shall
not bear interest. Interest on Advances shall be computed on the basis of a 30-day month and 360-
day year.

Section 3.04. Extraordinary Obligation to Prepay. Upon a Determination of Tax Credit
Ineligibility that subjects the CREBs to an extraordinary mandatory redemption due to a failure of the
Borrower to observe any agreement or representation in this Loan Agreement (as more particularly
described in paragraph (b) of the defined term "Determination of Tax Credit lneligibility"), the
Borrower shall prepay the Loan, or such part thereof as determined by CFC, at such times and in
such amounts as determined by CFC within sixty (60) days of such determination together with a
prepayment premium prescribed by CFC pursuant to its policies of general application in effect from
time to time.

Section 3.05. Rescission of Excess Moneys, Fee. If the Borrower has not drawn down
the full amount of the CFC Commitment at (i) the time of filing the Completion Certificate under
Section 5.01 P. hereof, (it) the time of filing the Termination Certificate under 5.01Q. hereof, (iii) a
Determination of Tax Credit Ineligibility or (iv) the end of the Draw Period, a corresponding rescission
of the amount of principal available to be drawn on the Note as calculated by CFC shall automatically
be made without further action by the Borrower. CFC shall release the Borrower from its obligations
hereunder as to such rescinded portion, provided the Borrower complies with such terms and
conditions as CFC may impose for such release including, without limitation, payment of any
rescission fee that CFC may from time to time prescribe, pursuant to its policies of general
application.

Section3.06. Cancellationof Excess Moneys. If the Borrower has not drawn down the full
amount of the CFC Commitment at the time CFC determines that it will cease making Advances
hereunder pursuant to Section 7.01 hereof, a corresponding cancellation of the amount of principal
available to be drawn on the Note as calculated by CFC shall automatically be made without action
by the Borrower.

Section 3.07. Default Rate. If Borrower defaults on its obligation to make a payment due
hereunder by the applicable Payment Date, and such default continues for thirty days thereafter, then

CFC LOANAG
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beginning on the thirty-first day after the Payment Date and for so long as such default continues,
Advances shall bear interest at the Default Rate.

Section 3.08. Patronage Capital; Interest Rate Discounts. No patronage capital shall .be
earned, and no interest rate discounts shall apply, to the Loan.

Section 3.09. Optional Prepayment. Except for prepayments made pursuant to
Section 3.04 hereof, no prepayment of any Advance, in whole or in part; may be made by the
Borrower.

ARTICLE IV

CONDITIONS OF LENDING

Section 4.01 The obl igation of  CFC to make any Advance hereunder is subject to
satisfaction of the following conditions in form and substance satisfactory to CFC:

A. Legal Matters. All legal matters incident to the consummation of the transactions
hereby contemplated shall be satisfactory to counsel for CFC.

B. Documents. CFC shall have been furnished with (i) the executed Loan Documents,
(ii) certified copies of all such organizational documents and proceedings of the Borrower authorizing
the transactions hereby contemplated as CFC shall require, (iii) an opinion of counsel for the Borrow-
er addressing such legal matters as CFC shall reasonably require, and (iv) all other such documents
as CFC may reasonably request.

C. Government Approvals. The Borrower shall have furnished to CFC true and correct
copies of all certif icates, authorizations, consents, permits and licenses from Governmental
Authorities necessary for the execution or delivery of the Loan Documents or performance by the
Borrower of the obligations thereunder.

D. Representations and Warranties. The representations and warranties contained in
Article ll shall be true on the date of the making of each Advance hereunder with the same effect as
though such representations and warranties had been made on such date, no Event of Default and
no event which, with the lapse of time or the notice and lapse of time would become such an Event of
Default, shall have occurred and be continuing or will have recurred after giving effect to each
Advance on the books of the Borrower, there shall have occulTed no material adverse change in the
business or condition. financial or otherwise, of the Borrower, and nothing shall have occurred which
in the opinion of CFC materially and adversely affects the Borrower's ability to perform its obligations
hereunder.

E. Mortgage Recordation. The Mortgage (and any amendments, supplements or
restatements as CFC may require from time to time) shall have been duly filed, recorded or indexed
in all jurisdictions necessary (and in any other jurisdiction that CFC shall have reasonably requested)
to provide CFC a lien, subject to Permitted Encumbrances, on all of the Borrower's real property, all
in accordance with applicable law. and the Borrower shall have paid all applicable taxes, recording
and filing fees and caused satisfactory evidence thereof to be furnished to CFC.

F. UCC Filings. Uniform Commercial Code financing statements (and any continuation
statements and other amendments thereto that CFC shall require from time to time) shall have been
duly filed, recorded or indexed in all jurisdictions necessary (and in any other jurisdiction that CFC

4
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A. Financial Ratios; Design of Rates. The Borrower shall achieve an Average DSC
Ratio of not less than 1.35. The Borrower shall not decrease its rates for electric service if it has
failed to achieve a DSC Ratio of 1.35 for the calendar year prior to such reduction subject only to an
order from a Governmental Authority properly exercising jurisdiction over the Borrower.

Loan Proceeds. The BolTower shall use the proceeds of this Loan solely for the
purposes identified on Schedule 1 hereto.

Section 5.01 Affirmative Covenants. The Borrower covenants and agrees with CFC that
until payment in full of the Note and performance of all obligations of the Borrower hereunder:

L. Bring Down Certificate. Two (2) Business Days prior to the Closing Date, the
Borrower shall furnish CFC with a certificate of an Authorized Officer of the Borrower in the tom of
Exhibit B hereto, certifying that all of the representations and warranties set forth in Article ll hereof
are true on the Closing Date.

H. Other Information. The Borrower shall have furnished such other information as
CFC may reasonably require, including but not limited to (i) information regarding the specific
purpose for an Advance and the use thereof, (ii) feasibility studies, cash flow projections, financial
analyses and pro forma financial statements sufficient to demonstrate to CFC's reasonable
satisfaction that after giving effect to the Advanoe requested, the Borrower shall continue to achieve
the DSC ratio set forth in Section 5.01.A herein, to meet all of its debt service obligations, and
otherwise to perform and to comply with all other covenants and conditions set forth in this
Agreement, and (iii) any other information as CFC may reasonably request. CFC's obligation to
make any Advance hereunder is conditioned upon prior receipt and approval of the Borrower's
written requisition and other information and documentation, if any, as CFC may have requested
pursuant to this paragraph.

I. Issuance of Bonds. CFC shall have issued CREBs in an amount not less than the
CFC Commitment.

J. CREB Allocation. CFC shall have received an allocation in the amount of the CFC
Commitment from the U.S. Department of Treasury for the Borrowers Project under its Securities
program.

K. Tax Credit Ineligibility. There shall have occurred no Determination of Tax Credit
ineligibilitywith regard to the Borroweror the Project.

shall have reasonably requested) to provide CFC a perfected security interest, subject to Permitted
Encumbrances, in the Mortgaged Property which may be perfected by the filing of a financing
statement, all in accordance with applicable law, and the Borrower shall have paid all applicable
taxes, recording and filing fees and caused satisfactory evidence thereof to be furnished to CFC.

G. Requisitions. The Borrower will requisition each Advance by submitting its written
requisition to CFC in the form attached as Exhibit A hereto. Requisitions for Advances shalt be made
only for the purposes set forth in Schedule 1 hereto.

B.

COVENANTS

ARTICLE v
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c. Notice. The Borrower shall promptly notify CFC in writing of:

(i) any material adverse change in the business, operations, prospects, assets, liabilities
or financial condition of the Borrower,

r
1.

(ii) the institution or threat of any litigation or administrative proceeding of any nature
involving the Borrower which could materially affect the business, operations, prospects, assets,
liabilities or financial condition of the Borrower,

(iii) the occurrence of an Event of Default hereunder, or any event that, with the giving of
notice or lapse of time, or both, would constitute an Event of Default.

D. Default Notices. Upon receipt of  any notices with respect to a default by the
Borrower under the terms of any evidence of any indebtedness with parties other than CFC or of any
loan agreement, mortgage or other agreement relating thereto, the Borrower shall deliver copies of
such notice to CFC.

E. Annual Certificates.

(i) within one hundred twenty (120) days af ter the close of  each calendar year,
commencing with the year in which the initial Advance hereunder shall have been made, the
Borrower will deliver to CFC a written statement, in form and substance satisfactory to CFC, signed
by the Borrower's General Manager or Chief Executive Officer, stating that during such year, and that
to the best of said person's knowledge, the Borrower has fulfilled all of its obligations under this
Agreement, the Project Agreement, the Note, and the Mortgage throughout such year or, if there has
been a default in the fulfillment of any such obligations, specifying each Such default known to said
person and the nature and status thereof.

(ii) The Borrower shall deliver to CFC within one hundred twenty (120) days of CFC's
written request, which shall be no more frequently than once every year, a certification, in tom and
substance satisfactory to CFC, regarding the condition of the Mortgaged Property prepared by a
professional engineer satisfactory to CFC. The Borrower shall also deliver to CFC such other
information as CFC may reasonably request from time to time.

F. Loan Capital Term Certificate Purchase. The Borrower will purchase LCTCs, if
required, in an amount calculated pursuant to CFC's policies of general application and shall pay for
such LCTCs as required thereby. CFC's policies with respect to such LCTCs are set forth in
Schedule 1.

G. Financial Books; Financial Reports; Right of Inspection. The Borrower will at all
times keep, and safely preserve, proper books, records and accounts in which full and true entries
will be made of all of  the dealings, business and affairs of the Borrower, in accordance with
Accounting Requirements. When requested by CFC, the Borrower will prepare and furnish CFC
from time to time, periodic financial and statistical reports on its condition and operations. All of such
reports shall be in such form and include such information as may be specified by CFC. Within one
hundred twenty (120) days of the end of each calendar year during the term hereof, the Borrower
shall furnish to CFC a full and complete report of its f inancial condition and statement of its
operations as of the end of such calendar year, in form and substance satisfactory to CFC. in
addition, within one hundred twenty (120) days of the end of each the Borrower's fiscal years during
the term hereof, the Borrower shall furnish to CFC a full and complete consolidated and consolidating
report of its financial condition and statement of its operations as of the end of such fiscal year,
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audited and cert red by independent certified public accountants nationally recognized or otherwise
satisfactory to CFC and accompanied by a report of such audit in form and substance satisfactory to
CFC, including without limitation a consolidated and consolidating balance sheet and the related
consol idated and consol idat ing statements of  income and cash f low.  CFC, through i ts
representatives, shall at all times during reasonable business hours and upon prior notice have
access to, and the right to inspect and make copies of, any or all books, records and accounts, and
any or all invoices, contracts, leases, payrolls, canceled checks, statements and other documents
and papers of every kind belonging to or in the possession of the Borrower or in anyway pertaining to
its property or business.

H. Notice of Additional Secured Debt. The Borrower will notify CFC promptly in writing
if it incurs any additional secured indebtedness other than indebtedness to CFC or indebtedness
otherwise provided for in the Mortgage.

I. Funds Requisition. The Borrower agrees (i) that CFC may rely conclusively upon the
written instructions submitted to CFC in the Borrower's written request for an Advance hereunder,
(ii) that such instructions shall constitute a covenant under this Agreement to repay the Advance in
accordance with such instructions, the applicable Note, the Mortgage, the Project Agreement and
this Agreement, and (iii) to request Advances only for the purposes set forth in Schedule 1 hereto.

J. Compliance With Laws. The Borrower and each Subsidiary shall remain in
compliance, in all material respects, with all applicable requirements al' law and applicable rules and
regulations of each Governmental Authority.

K. Taxes. The Borrower shall pay, or cause to be paid all taxes, assessments or
governmental charges lawfully levied or imposed on or against it and its properties prior to the time
they become delinquent, except for any taxes, assessments or charges that are being contested in
good faith and with respect to which adequate reserves as determined in good faith by the Borrower
have been established and are being maintained.

L. Further Assurances. The Borrower shall execute any and all further documents,
financing statements. agreements and Instruments, and take all such further actions (including the
filing and recording of financing statements, fixture filings, mortgages, deeds of trust and other
documents), which may be required under any applicable law, or which CFC may reasonably
request, to effectuate the transactions contemplated by the Loan Documents or to grant, preserve,
protect or perfect the Liens created or intended to be created thereby. The Borrower also agrees to
provide to CFC, from time to time upon request, evidence reasonably satisfactory to CFC as to the
perfection and priority of the Liens created or intended to be created by the Loan Documents.

m. Environmental Covenants. BolTower shall:

(i) at its own most, comply in all material respects with all applicable Environmental Laws,
inducing, but not limited to, any required remediation, and

(ii) i f  i t  receiv es any wri t ten communication alleging Borrower's violation of  any
Environmental Law, provide CFC with a copy thereof within ten (10) Business Days after receipt, and
promptly take appropriate action to remedy, cure, defend, or otherwise affirmatively respond to the
matter.

n. Limitations on Loans, Investments and Other Obligations. The aggregate amount
of all purchases, investments, loans, guarantees, commitments and other obligations described in
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Section 5.02.D(i) of this Agreement shall at all times be less than fifteen percent (15%) of Total Utility
Plant or fifty percent (50%) of Equity, whichever is greater.

O. Tax Status of the CREBs. The Borrower shall utilize the Project or cause it to be
utilized as provided in the Project Agreement until the CREB Maturity Date. No use will be made of
the proceeds of the CREBs other than as set forth herein and in the Project Agreement and no
changes will be made in the Project or in the operation or beneficial use thereof (including, without
limiting the generality of the foregoing, the use of the Project by the Borrower or any related person)
without an opinion of Bond Counsel that such a use or change will not adversely affect the eligibility
of the CREBs to qualify for a tax credit for the owner thereof, for federal income tax purposes. The
Borrower agrees and warrants that it will not take or authorize or permit any action to be taken and
has not taken or authorized or permitted any action to be taken and will not fail to take any action to
comply with the Project Agreement which adversely affects the eligibility of the CREBs to qualify for a
tax credit for the owner thereof, for federal income tax purposes. This agreement and warranty shall
survive the termination of this Agreement.

p. Completion Certificate. The Borrower shall submit to CFC within 30 days after the
completion of the Project, a Completion Certificate signed by an Authorized Officer of the Borrower.

Q. Termination Certificate. If  the Borrower determines that the Project will not be
completed as described in Section 5.01.P above, then the Borrower shall submit to CFC a
Termination Certificate, within 30 days of a determination that:

(i)
Project, and

no further acquisition, construction or installation will occur with respect to the

(ii) the Borrower does not intend to make any further Advances.

R. Other Information. The Borrower shall furnish such other information as CFC may
reasonably require relating to the Project.

Section 5.02 Negative Covenants. The Borrower covenants and agrees with CFC that until
payment in full of the Note and performance of all obligations of the Borrower hereunder, the
Borrower will not, directly or indirectly, without CFC's prior written consent:

A. Limitations on Mergers. Consolidate with, merge, or sell all or substantially all of its
business or assets, or enter into an agreement for such consolidation, merger or sale, to another
entity or person unless such action is either approved, as is evidenced by the prior written consent of
CFC, or the purchaser, successor or resulting corporation is or becomes a member in good standing
of  CFC and assumes the due and punctual payment of  the Note and the due and punctual
performance of the covenants contained in the Mortgage and this Agreement.

B. Limitations on Sale, Lease or Transfer of Capital Assets; Application of
Proceeds. Sell, lease or transfer (or enter into an agreement to sell, lease or transfer) any capital
asset, except in accordance with this Section 5.02.B. If no Event of Default (and no event which with
notice or lapse of time and notice would become an Event of Default) shall have occurred and be
continuing, the Borrower may, without the prior written consent of CFC, sell, lease or transfer (or
enter into an agreement to sell, lease or transfer) any capital asset in exchange for fair market value
consideration paid to the Borrower if the value of such capital asset is less than five percent (5%) of
Total Utility Plant and the aggregate value of capital assets sold, leased or transferred in any 12-
month period is less than ten percent (10%) of Total Utility Pfant.

CFC LOANAG
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c. Limitation on Dividends, Patronage Refunds and Other Distributions.

(i) Make Distributions in any calendar year if, after giving effect to the Distribution, the total
Equity of the Borrower will be less than twenty percent (20%) of its Total Assets.

(ii) If, after giving effect to the Distribution, the total Equity of the Borrower will be less than
twenty percent (20%) of its Total Assets, then the Borrower may nevertheless make Distributions of
up to thirty percent (30%) of its total margins for the preceding calendar year.

(iii) Notwithstanding anything to the contrary in subparagraphs (i) and (ii) above, the Borrower
shall not make any Distribution without the prior written consent of CFC if an Event of Default under
this Agreement has occurred and is continuing.

D. Limitations on Loans, Investments and Other Obligations.

(i) (a) Purchase, or make any commitment to purchase, any stock, bonds, notes, debentures,
or other securities or obligations of or beneficial interests in, (b) make, or enter into a commitment to
make, any other investment monetary or otherwise, in, (c) make, or enter into a commitment to

commitment to guarantee, assume, or otherwise become liable for, any obligation of any Person if,
after giving effect to such purchase, investment, loan, guarantee or commitment, the aggregate
amount thereof would exceed the greater of fifteen percent (15%) of Total Utility Plant or ffty percent
(50%) of Equity.

make, any loan to, or (d) guarantee, assume, or otherwise become liable for or enter into a

(ii) The following shall not be included in the limitation of purchases, investments, loans and
guarantees in (i) above: (a) bonds, notes, debentures, stock, or other securities or obligations issued
by or guaranteed by the United States or any agency or instrumentality thereof, (b) bonds, notes,
debentures, stock, commercial paper, subordinated capital certif icates, or any other security or
obligation issued by CFC or by institutions whose senior unsecured debt obligations are rated by at
least two nationally recognized rating organizations in either of their two highest categories, (c)
investments incidental to loans made by CFC, (d) any deposit that is fully insured by the United
States, (e) loans and grants made by any Governmental Authority to the Borrower under any rural
economic development program, but only to the extent that such loans and grants are non-recourse
to the Borrower, and (f) unretired patronage capital allocated to the Borrower by CFC, a cooperative
from which the Borrower purchases electric power, or a statewide cooperative association of which
Borrower is a member.

(iii) In no event may the Borrower take any action pursuant to subsection (i) if an Event of
Default under this Agreement has occurred and is continuing,

E. Organizational Change. Change its type of organization or other legal structure,
except as permitted by Section 5.02.A. hereof, in which case the Borrower shall provide at least 30
days prior written notice to CFC together with all documentation reflecting suchchange as CFC may
reasonably require.

F. Notice of Change in Borrower Information. Change its (i) state of incorporation, (ii)
legal name, (iii) mailing address, or (iv) organizational identification number, if it has one, unless the
Borrower provides written notice to CFC at least thirty (30) days prior to the effective date of any
such change together with all documentation reflecting any such change as CFC may reasonably
require.
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G. Involuntary Bankruptcy. An involuntary case or other proceeding shal l  be
commenced against the Borrower seeking liquidation, reorganization or other relief with respect to it
or its debts under bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the
appointment of a trustee, receiver, liquidator, custodian or other similar official of it or any substantial
part of its property and such involuntary case or other proceeding shall continue without dismissal or

Other Obligations. The Borrower shall (i) fail to make any payment of any principal,
premium or any other amount due or interest on any indebtedness with parties other than CFC which
shall remain unpaid beyond the expiration of any applicable grace period, or (ii) be in breach or
default with respect to any other term of any evidence of any other indebtedness with parties other
than CFC or of any loan agreement mortgage or other agreement relating thereto which breach or

if the effect of such
failure, default or breach is to cause the holder or holders of that indebtedness to cause that
indebtedness to become or be declared due prior to its stated maturity (upon the giving or receiving
of notice, lapse of time, both or otherwise).

default continues uncured beyond the expiration of any applicable grace period,

E. Other CFC Obligations. The Borrower shal l  be in breach or defaul t  of  any
Obligation, which breach or default continues uncured beyond the expiration of any applicable grace
period.

D. Legal Existence, Permits and Licenses. The Borrower shall forfeit or otherwise be
deprived of (i) its authority to conduct business in the jurisdiction in which it is organized or in any
other jurisdiction where such authority is required in order for the Borrower to conduct its business in
such jurisdiction or (ii) permits, easements, consents or licenses required to carry on any material
portion of its business.

I

B. Payment. The Borrower shal l  fai l  to pay (whether upon stated maturi ty, by
acceleration, or otherwise) any principal, interest, premium (if any) or other amount payable under
the Note and the Loan Documents within five (5) Business Days after the due date thereof.

A. Representations and Warranties. Any representation or warranty made by the
Borrower herein, or in any of the other Loan Documents, or in any certificate or financial statement
furnished to CFC hereunder or under any of the other Loan Documents shall prove to be false or
misleading in any material respect.

F.

c.

Section 6.01 The following shall be "Events of Default" under this Agreement:

(ii) Thirty Day Grace Period. Failure of the Borrower to observe or perform any
other covenant or agreement contained in this Agreement or any of the other Loan
Documents, which shall remain unremedied for thirty (30) calendar days after written
notice thereof shall have been given to the Borrower by CFC.

(I) No Grace Period. Failure of the Borrower to observe or perform any covenant
or agreement contained in the Project Agreement or in Sections 5.01 .A, 5.01.B,
5.01.D, 5.01.E, 5.01.G, 5.01.1, 5.01.N, 5.01.0 and 5.02 of this Agreement.

Other Covenants.

EVENTS OF DEFAULT

ARTICLE VI
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stay for a period of sixty (60) days, or an order for relief shall be entered against the Borrower under
the federal bankruptcy laws or applicable state law as now or hereafter in effect.

H. Insolvency. The Borrower shall commence a voluntary case or other proceeding
seeking liquidation, reorganization or other relief with respect to itself  or its debts under any
bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the appointment of a
trustee, receiver, liquidator, custodian or other similar official of it or any substantial part of its
property, or shall consent to any such relief or to the appointment of or taking possession by any
such official in an involuntary case or proceeding commenced against it, or shall make a general
assignment for the benefit of creditors, or shall admit in writing its inability to, or be generally unable
to, pay its debts as they become due, or shall take any action to authorize any of the foregoing.

I. Dissolution or Liquidation. Other than as provided in subsection H. above, the
dissolution or liquidation of the Borrower, or failure by the Borrower promptly to forestall or remove
any execution, garnishment or attachment of such consequence as will impair its ability to continue
its business or fulfill its obligations and such execution, garnishment or attachment shall not be
vacated within sixty (60) days. The term "dissolution or liquidation of the Borrower", as used in this
subsection, shall not be construed to include the cessation of the corporate existence of the Borrower
resulting either from a merger or consolidation of the Borrower into or with another corporation
following a transfer of all or substantially all its assets as an entirety, under the conditions set forth in
Section 5.02.A.

J. Material Adverse Change. Any material  adverse change in the business or
condition, financial or otherwise, of the Borrower.

K. Monetary Judgment. The Borrower shall suffer any money judgment not covered by
insurance, writ or warrant of attachment or similar process involving an amount in excess of
$100,000 and shall not discharge, vacate, bond or stay the same within a period of sixty (60) days.

L. Nonmonetary Judgment. One or more nonmonetary judgments or orders (including,
without limitation, injunctions, writs or warrants of attachment, garnishment, execution, distrait,
replevin or similar process) shall be rendered against the Borrower that, either individually or in the
aggregate, could reasonably be expected to have a material adverse effect upon the business,
operations, prospects, assets, liabilities or financial condition of the Borrower.

ARTICLE VII

REMEDIES

Section 1.01 If any of the Events of Default listed in Section 6 hereof shall occur after the
date of this Agreement and shall not have been remedied within the applicable grace periods
specified therein, then CFC may:

(i)

(ii)

Cease making Advances hereunder,

Declare all unpaid principal outstanding on the Note, all accrued and unpaid interest
thereon, and all other Obligations to be immediately due and payable and the same
shall thereupon become immediately due and payable without presentment, demand,
protest or notice of any kind, all of which are hereby expressly waived ,
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Section 8.01 Notices. All notices, requests and other communications provided for herein
including, without limitation, any modifications of, or waivers, requests or consents under, this
Agreement shall be given or made in writing (including, without limitation, by telecopy) and delivered
to the intended recipient at the "Address for Notices" specified below, or, as to any party, at such
other address as shall be designated by such party in a notice to each other party. All such
communications shall be deemed to have been duly given (i) when personally delivered including,
without limitation, by overnight mail or courier service, (ii) in the case of notice by United States mail,
certified or registered, postage prepaid. return receipt requested, upon receipt thereof, or (iii) in the
case of notice by telecopy, upon transmission thereof, provided such transmission is promptly
confirmed by either of the methods set forth in clauses (i) or (ii) above in each case given or
addressed as provided for herein. The Address for Notices of each of the respective parties is as
follows:

Nothing herein shall limit the right of CFC to pursue all rights and remedies available to a creditor
following the occurrence of an Event of Default. Each right power and remedy of CFC shall be
cumulative and concurrent, not constitute a
waiver of any other right, power or remedy.

(V)

(iv)

(iii)

Pursue any other rights and remedies available to CFC at law or in equity.

Pursue all rights and remedies available to CFC that are contemplated by the
Mortgage and the other Loan Documents in the manner, upon the conditions, and with
the effect provided in the Mortgage and the other Loan Documents, including, but not
limited to, a suit for specific performance, injunctive relief or damages,

Exercise rights of setoff or recoupment and apply any and all amounts held, or hereby
held, by CFC or owed to the Borrower or for the credit or account of the Borrower
against any and all of the Obligations of the Borrower now or hereafter existing
hereunder or under the Note, including, but not l imited to, patronage capital
allocations and retirements, money due to Borrower from equity certificates purchased
from CFC, and any membership or other fees that would otherwise be returned to
Borrower but excluding any LCTCs purchased by the Borrower pursuant to this
Agreement. The rights of CFC under this section are in addition to any other rights
and remedies (including other rights of setoff or recoupment) which CFC may have.
The Borrower waives all rights of setoff, deduction, recoupment or counterclaim,

and recourse to one or more rights or remedies shall

The address set forth in
Schedule 1 hereto

The Borrower:

National Rural Utilities Cooperative Finance Corporation
2201 Cooperative Way
Herndon, Virginia 20171-3025
Attention: Senior Vice President - Member Sen/ices
Fax # 703-709-6776

MISCELLANEOUS

ARTICLE am
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Section 8.02 Expenses. Borrower shall reimburse CFC for any reasonable costs and
out-of-pocket expenses paid or incurred by CFC (including, without limitation, reasonable fees and
expenses of outside attorneys, paralegals and consultants) for all actions CFC takes, (a) to enforce
the payment of any Obligation, to effect collection of any Mortgaged Property, or in preparation for
such enforcement or collection, (b) to institute, maintain, preserve, enforce and foreclose on CFC's
security interest in or Lien on any of the Mortgaged Property, whether through judicial proceedings or
otherwise, (c) to restructure any of the Obligations, (d) to review, approve or grant any consents or
waivers hereunder, (e) to prepare, negotiate, execute, deliver, rev iew, amend or modify this
Agreement, (f ) to prepare, negotiate, execute, deliver, rev iew, amend or modify any other
agreements, documents and instruments deemed necessary or appropriate by CFC in connection
with any of  the foregoing, and (g) to obtain any opinions required to be furnished upon a
Determination of Tax Credit Ineligibility and an extraordinary prepayment as set forth in Section 3.04
hereof or a rescission of excess money as set forth in Section 3.05 or a cancellation of excess
moneys as set forth in Section 3.06.

The amount of all such expenses identif ied in this Section 8.02 shall be secured by the
Mortgage and shall be payable upon demand, and if not paid, shall accrue interest at the Default
Rate.

Section 8.03 Late Payments. If payment of any amount due hereunder is not received at
CFC's office in Herndon, Virginia, or such other location as CFC may designate to the Borrower
within five (5) Business Days after the due date thereof, the Borrower will pay to CFC, in addition to
all other amounts due under the terms of the Loan Documents, any late payment charge as may be
fixed by CFC from time to time pursuant to its policies of general application as in effect from time to
time.

Seetion 8.04. Non-Business Day Payments. If any payment to be made by the Borrower
hereunder shall become due on a day which is not a Business Day, such payment shall be made on
the next succeeding Business Day and such extension of time shall be included in computing any
interest in respect of such payment.

Section 8.05 Filing Fees. To the extent permitted by law, the Borrower agrees to pay all
expenses of CFC (including the reasonable fees and expenses of its counsel) in connection with the
filing, registration, recordation or perfection of the Mortgage and any other security instruments as
may be required by CFC in connection with this Agreement, including, without limitation, all
documentary stamps, recordation and transfer taxes and other costs and taxes incident to execution,
filing, registration or recordation of any document or instrument in connection herewith. The Borrower
agrees to save harmless and indemnify CFC from and against any liability resulting from the failure to
pay any required documentary stamps, recordation and transfer taxes, recording costs, or any other
expenses incurred by CFC in connection with this Agreement. The provisions of this subsection shall
survive the execution and delivery of this Agreement and the payment of all other amounts due under
the Loan Documents.

Section 8.06 Waiver; Modification. No failure on the part of CFC to exercise, and no delay
in exercising, any right or power hereunder or under the other Loan Documents shall operate as a
waiver thereof, nor shall any single or partial exercise by CFC of any right hereunder, or any
abandonment or discontinuance of steps to enforce such right or power, preclude any other or further
exercise thereof or the exercise of any other right or power. No modification or waiver of any
provision of this Agreement, the Note or the other Loan Documents and no consent to any departure
by the Borrower therefrom shall in any event be effective unless the same shall be in writing by the
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Section 8.09 Complete Agreement. This Agreement, together with the schedules to this
Agreement, the Note and the other Loan Documents, and the other agreements and matters referred
to herein or by their terms referring hereto, is intended by the parties as a final expression of their
agreement and is intended as a complete statement of the terms and conditions of their agreement.
in the event of any conflict in the terms and provisions of this AgreeMent and any other Loan
Documents, the terms and provisions of this Agreement shall control.

SECTION 8.08 INDEMNIFICATION. THE BORROWER HEREBY INDEMNIFIES AND
AGREES TO HOLD HARMLESS, AND DEFEND CFC AND ITS MEMBERS, DIRECTORS,
OFFICERS, EMPLOYEES, AGENTS, ATTORNEYS AND REPRESENTATIVES (EACH AN
"INDEMNITEE") FOR, FROM, AND AGAINST ALL CLAIMS, DAMAGES, LOSSES, LIABILITIES,
COSTS, AND EXPENSES (INCLUDING, WITHOUT LIMITATION, COSTS AND EXPENSES OF
LITIGATION AND REASONABLE ATTORNEYS' FEES) ARISING FROM ANY CLAIM OR DEMAND
IN RESPECT OF THIS AGREEMENT AND THE OTHER LOAN DOCUMENTS, THE MORTGAGED
PROPERTY, OR THE TRANSACTIONS DESCRIBED IN THIS AGREEMENT AND THE OTHER
LOAN DOCUMENTS AND ARISING AT ANY TIME, WHETHER BEFORE OR AFTER PAYMENT
AND PERFORMANCE OF ALL OBLIGATIONS UNDER THIS AGREEMENT AND THE OTHER
LOAN DOCUMENTS IN FULL, EXCEPTING ANY SUCH MATTERS ARISING SOLELY FROM THE
GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF CFC OR ANY INDEMNITEE INCLUDING
WITHOUT LIMITATION ANY DETERMINATION MADE OR OTHER ACTION TAKEN BY CFC
PURSUANT TO SECTIONS 3.04. 3.05 and 3.06 OF THIS AGREEMENT. NOTWITHSTANDING
ANYTHING TO THE CONTRARY CONTAINED IN SECTION 8.10 HEREOF, THE OBLIGATIONS
IMPOSED UPON THE BORROWER BY THIS SECTION SHALL SURVIVE THE REPAYMENT OF
THE NOTE, THE TERMINATION OF THIS AGREEMENT AND THE TERMINATION OR RELEASE
OF THE LIEN OF THE MORTGAGE.

(C) THE BORROWER AND CFC EACH HEREBY IRREVOCABLY WAIVES, TO THE
FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY AND ALL RIGHT TO TRIAL BY
JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT
OR THE TRANSACTIONS CONTEMPLATED HEREBY.

(B) THE BORROWER HEREBY SUBMITS TO THE NON-EXCLUSIVE JURISDICTION OF
THE UNITED STATES COURTS LOCATED IN VIRGINIA AND OF ANY STATE COURT SO
LOCATED FOR PURPOSES OF ALL LEGAL PROCEEDINGS ARISING OUT OF OR RELATING
TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY. THE BORROWER
IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY
OBJECTIONS THAT IT MAY NOW OR HEREAFTER HAVE TO THE ESTABLISHING OF THE
VENUE OF ANY SUCH PROCEEDINGS BROUGHT IN SUCH A COURT AND ANY CLAIM THAT
ANY SUCH PROCEEDING HAS BEEN BROUGHT IN AN INCONVENIENT FORUM.

(A) THE PERFORMANCE AND CONSTRUCTION OF THIS AGREEMENT AND THE NOTE
SHALL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE
COMMONWEALTH OF VIRGINIA.

SECTION 8.07
JURY TRIAL.

party granting such modification, waiver or consent, and then such modification, waiver or consent
shall be effective only in the specific instance and for the purpose for which given.

GOVERNING LAW; SUBMISSION TO JURISDICTION; WAIVER OF
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Section 8.10 Survival; Successors and Assigns. All covenants, agreements,
representations and warranties of the Borrower which are contained in this Agreement shall survive
the execution and delivery to CFC of the Loan Documents and the making of the Loan hereunder
and shall continue in full force and effect until all of the obligations under the Loan Documents have
been paid in full. All covenants, agreements, representations and warranties of the Borrower which
are contained in this Agreement shall inure to the benefit of the successors and assigns of CFC. The
Borrower shall not have the right to assign its rights or obligations under this Agreement without the
prior written consent of CFC, except as provided in Section 5.02.A hereof.

Section 8.11 Use of Terms. The use of the singular herein shall also refer to the plural, and
vice versa.

Section 8.12 Headings. The headings and sub-headings contained in this Agreement are
intended to be used for convenience only and do not constitute part of this Agreement.

Section 8.13 Severability. If any term, provision or condition, or any part thereof, of this
Agreement, the Note or the other Loan Documents shall for any reason be found or held invalid or
unenforceable by any governmental agency or court of competent jurisdiction, such invalidity or
unenforceability shall not affect the remainder of such term, provision or condition nor any other term,
provision or condition. and this Agreement, the Note and the other Loan Documents shall survive and
be construed as if such invalid or unenforceable term, provision or condition had not been contained
therein.

Section 8.14 Binding Effect. This Agreement shall become effective when it shall have
been executed by both the Borrower and CFC and thereafter shallbebinding upon and inure to the
benefit of the Borrower and CFC and their respective successors and assigns.

Seetlon 8.15 Counterparts. This Agreement may be executed in one or more counterparts,
each of which will be deemed anoriginal and all of which together will constitute one and the same
document. Signature pagesmay be detached fromthe counterparts and attached to a single copy of
thisAgreementto physically tom one document.

Section 8.16 Disclosure. This Agreement and any other Loan Document may be shared
by CFC with such Persons as shall be required in order to facilitate the issuance of the CREBs,
including, but not limited to, its attorneys, underwriters and investors inthe CREBs.

Section 8.17 Schedule 1. Schedule 1 attached hereto is an integral part of this Agreement.

CFC LOANAG
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed
as of the day and year first above written

(SEAL)

SULPHUR SPRINGS VALLEY
ELECTRIC COOPERATIVE. INC

S o : \ . a M  R a

Title F( 5¢<L9 l-7*

Attest

CHr§b'E'KJ'W HUBEF4
CHIEF EXECUTIVE OFFICEFI

(SEAL)

NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE CORPORATION

By:
4 s1stant Secretary-Treasurer

MARIANNE L DUSOLD

Attest: I " . ">
As§;Qa1t Secretary-Treasurer

CRAIG COLANTONI

CFC LOANAG
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LOAN NUMBER AMOUNT
; AZ014-A-9044-CB00t $560,000.00

SCHEDULE 1

The purpose of this loan is to finance (i) the reimbursement of the cost of the Project of the
Borrower, including any reasonable costs and expenses incurred by the Borrower in
connection with financing the Project, as described and permitted by the terms of the Project
Agreement and (ii) a portion of CFC's costs in issuing the CREBs as set forth in Section
3.02.A

The Project of the Borrower being financed by the Loan (funded by proceeds of the CREBs)
constitutes the following clean renewable energy facilities

Pearce Elementarv School District Photovoltaic Solar Automobile Parkinq Shade Structure

This project will place photovoltaic modules costing $280,000 each, that will produce 23 kW
of electricity in the shade structures in the two Pearce Elementary School District schools
The PV structure will provide electricity to the respective school with excess power flowing to
the Borrower's system

Subject to the terms of this Agreement, CFC has agreed to loan to the Borrower from
proceeds of the CREBs, an amount not to exceed $560,000.00 (the "CFC Commitment").

Draw Period shall mean the period beginning on the Closing Date and ending on the date that
is five (5) years thereafter.

5. The Borrower shall not purchase the LCTCs or any portion thereof with funds from the Loan.
The Borrower shall use its own funds or funds borrowed under another credit facility to
purchase such LCTCs, subject to the CFC policies regarding LCTCs set forth in the following
paragraph.

CFC Policies Regarding LCTCs: (i) Any solvent Member of CFC with an outstanding LCTC
purchased in connection with a loan from the proceeds of Securities may borrow the
outstanding amount of the LCTC from CFC without a further credit review, for a term equal to
or shorter than the maturity of the LCTCat a rate equal to the comparable rate charged by
CFC for similarly classified loans; and (ii) any Member of CFC with an outstanding LCTC
purchased in connection with a loan from the proceeds of Securities may sell such LCTC to
another Member of CFC for consideration.

6. The Mortgage shall mean the Restated Mortgage and Security Agreement, dated as of
December 6, 2007, between the Borrower and CFC, as it may have been supplemented,
amended, consolidated, or restated from time to time.

The Note executed pursuant hereto is as follows:

8.

9.

The Subsidiaries of the Borrower referred to in Section 2.01.B. are: None

The date of the Borrower's balance sheet referred to in Section 2.01.H is June to, 2006.

CFC LOANAG
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10.

11.

12.

The Borrowers exact legal name is: Sulphur Springs Valley Electric Cooperative, Inc

The Borrower's organizational type is: Corporation

The Borrower is organized under the laws of the state of: Arizona

13. The Borrower's organizational identification number is: 0038220-2

14. The place of business or, if more than one, the chief executive office of the Borrower referred
to in Section 2.01.1 is 311 East Wilcox, Sierra Vista, Arizona 85635

15. The Governmental  Authori ty referred to in Section 2.01.J. is: Arizona Corporation
Commission

to. The address for notices to the Borrower referred to in Section 8.01 is 311 East Wilcox
Sierra Vista, Arizona 85635, Attention: General Manager, Fax: (520) 384-5223

CFC LOANAG
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Exhibit A - Funds Requisition Statement

Borrower Name & ID: Sulphur Springs Valley Electric Cooperative, Inc. (AZ014)
Loan Number: AZ014-A-9044~CB001
Loan Agreement and Project Agreement with CFC dated
CREBs Series: 2008A
CFC CREBs Application #: 14
Name of Project: Pearce Elementary School District Photovoltaic Solar Automobile

Parking Shade Structure
Funds Requisition Statement No

Amount Requested
Date Of Advance

Disposition of Funds (wiring instructions):

Certification

Acting on behalf of the Borrower, I hereby certify that as of the date below: (1) I am duly
authorized to make this certification and to request funds on the terms specified herein,
(2) the Borrower has met all of the conditions contained in the Loan Agreement and the
Project Agreement listed above governing the rems of this Advance that the Borrower is
required to meet prior to an Advance of funds, (3) all of the representations and warranties
contained in said Loan Agreement and Project Agreement are true and will continue to be
true upon use of the funds as hereby requested, (4) no Event of Default, under the Loan
Agreement or the Borrower's Mortgage, has occurred and is continuing; (5) I know of no
other event that has occurred which, with the lapse of time and/or notification to CFC of such
event, or after giving effect to this Advance, would become an Event of Default under the
Loan Agreement or the Borrower's Mortgage, (B) the funds requested herein will be used
only as a reimbursement for the purposes specified in the Loan Agreement and the Project
Agreement, (7) the costs to be reimbursed by the funds requested herein are capital
expenditures and have not previously been reimbursed under a previous Funds Requisition
Statement; (8) the Borrower has secured sufficient funds to complete the Project; (9) any
necessary permits and approvals required for the Project at this point have been obtained,
(10) the Borrower is maintaining a file containing true and correct copies of invoices or bills
of sale covering all items for whim payment is sought by this request; (11) such costs have
been incurred and paid by the Borrower in connection with the Project, (12) the Borrower is
not using the funds requested hereby to make any payments of principal or interest due
under the Loan Agreement, (13) no expenditure which is being reimbursed by the funds
requested hereby was paid more than eighteen months after the later of (i) the date the
expenditure is paid or (ii) the date the Project is placed in service, but in no event later than
three years after the date the original expenditure was paid, and (14) set forth below is a
table listing all of the major components of the Project, how much is being requested in this
Funds Requisition Statement as an advance for certain components, how much has been

CFC LOANAG
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Project
Component

Amount
Expended to

Date by
Borrower

Amount
Advanced

to Date

Advance
Amount

Requested
Herein

Percentage
Complete

Total

advanced on each component to date, the percentage of each component that is completed
to date, and the purpose of the advance(s) being requested by this Funds Requisition
Statement

I hereby authorize CFC, for and on behalf of the Borrower, to forward this Funds Requisition
Statement to the Trustee for disbursement of the Advance from the Project Account relating
to the above Loan to the Borrower on the following terms, and hereby acknowledge and
agree that such terms shall be binding upon Borrower under the provisions of the Loan
Agreement governing this Advance

_

Certified By:

Signature Date Title of Authorized Officer

PLEASE FIX TO 703-709-6776 ATTN : , Associate Vice President

APPROVED:

NATIONAL RURAL UTILITIES COOPERATIVE FINANCE CORPORATION

By:
Title:
Date:

CFC LOANAG
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EXHIBIT B

BRING-DOWN CERTIFICATE
OF

BORROWER

T h e  u n d e rs i g n e d duly q u a l i f i e d  o f f i c e r s  o f  S U L P H U R  S P R I N G S
VALLEY ELEC TR I C  C O O PER ATI VE ,  I N C .  ( t he  "Bor row er " ) ,  an  A r i zona  co rpo ra t i on ,  he reby  ce r t i f y
as fol lows'

1. T he  f o l l ow i ng  docum en t s  have  been  du l y  execu t ed ,  and  de l i ve red  o r  accep t ed  i n  t he
name and on behal f  o f  the Borrower by the author i zed of f i cer or  o f f i cers of  the Borrower pursuant  to ,
and in fu l l  compl iance wi th,  authori ty granted by the Board of  Trustees/Di rectors of  the Borrower:

DOCUMENT DATE OTHER PARTY OR PARTIES

Loan Agreement  ( the
"Agreement " )

, 200_ Nat ional  Rural  Ut i l i t ies Cooperat ive
F inance Corpora t i on ( "CFC" )

Pro ject  Agreement  ( the 'Pro ject
Agreement " )

I 2 0 0_

Note ( the 'Vote")
I 2 0 0

2 . Each of the representations and warranties of the Borrower in the Loan Agreement and
the Project Agreement are t rue  and correct on and as of  the date hereof ( the "C los ing Date") , and the
Borrower has compl ied w i th  a l l  agreements and sat i s f i ed a l l  condi t i ons on i t s  par t  t o be observed or
sat isf ied thereunder at  or prior to the Closing Date.

IN WITNESS WHEREOF,  the undersigned have hereunto set  thei r  s ignatures th is
,  2008.

day  o f

S U L P H U R  S P R I N G S  V A L L E Y  E L E C T R I C
C O O P E R A T I V E ,  I N C .

By
Title:

B y
Ti t le :

CFC LOANAG
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EXHIBIT C

COMPLETION CERTIFICATE

OF

BORROWER

Pursuant to the Loan Agreement dated as of by and between SULPHUR
SPRINGS VALLEY ELECTRIC COOPERATIVE, INC. (the "Borrower") and National Rural UtiIitie5
Cooperative Finance Corporation ("CFC") relating to CFC Loan Number AZ014-A-9044-CB001 (the
"Loan Agreement"), the undersigned duly qualified officer of the
Borrower, hereby certifies as follows

(i) On [date of completion] all portions of the Project (as defined in the Loan
Agreement) have been fully completed substantially in accordance with any plans and
specifications therefore, as then amended, and

(ii) Amount advanced on the Loan (as defined in the Loan Agreement) and the
use of the property financed, refinanced or reimbursed therefrom will not cause any of the
representations or certifications contained in the Project Agreement (as defined in the Loan
Agreement) to be untrue or result in a violation of any covenant in the Project Agreement.

In WITNESS WHEREOF, the undersigned have hereunto set his/her signature this
I20 , dayof

SULPHUR SPRINGS VALLEY ELECTRIC
COOPERATIVE, INC,

By
Title:

CFC LOANAG
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EXHIBIT D

TERMINATION CERTIFICATE

OF

BORROWER

Pursuant to the Loan Agreement dated as of by and between SULPHUR
SPRINGS VALLEY ELECTRIC COOPERATIVE, INC. (the "Borrower") and National Rural Utilities
Cooperative Finance Corporation ("CFC") relating to CFC Loan Number AZ014-A-9044-CB001 (the
"Loan Agreement"), the undersigned, , duly qualified officer of the
Borrower, herebycertes as follows:

(i) all portions of the Project (as defined in the Loan Agreement) have not been
fully completed substantiallyin accordance with any plans and specifications therefor, as then
amended,

(ii) no further acquisition, construction or installation will occur with respect to the
Project (as defined in the Loan Agreement), and

(iii) the Borrower does not intend to request any further Advances (as defined in
the LoanAgreement)on the Loan (as defined in the LoanAgreement).

IN WITNESS WHEREOF,
v 20 I

the undersigned have hereunto set his/her signature this day of

SULPHUR SPRINGS VALLEY ELECTRIC
COOPERATIVE, INC.

By
Title:

CFC LOANAG
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SECURED PROMISSORY NOTE

$280,000.00 dated as of /9 2//3w Z
SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC., an Arizona corporation

(the "Borrower"), for value received, hereby promises to pay, without setoff, deduction,
recoupment or counterclaim, to the order of NATIONAL RURAL UTILITIES COOPERATIVE
FINANCE CORPORATION (the "Payee"), at its office in Herndon, Virginia office or such other
location at its office in Hemdon, Virginia or such other location as the Payee may designate to
the Borrower, in lawful money of the United States, the principal sum of TWO HUNDRED
Ere-HTv THOUSAND AND 00/10D DOLLARS ($280,000.00), or such lesser sum of the
aggregate unpaid principal amount of all advances made by the Payee pursuant to that certain
Loan Agreement dated as of even date herewith between the Borrower and the Payee, as it
may be amended from time to time (herein called the "Loan Agreement'), and to pay interest on
all amounts remaining unpaid hereunder from the date of each advance in like money, at said
office, at the rate and in amounts and payable on the dates provided in the Loan Agreement
together with any other amount payable under the Loan Agreement. If not sooner paid, any
balance of the principal amount and interest accrued thereon shall be due and payable on the
Maturity Date.

This Note is secured under a Restated Mortgage and Security Agreement, dated of
December 6, 2007 between the Borrower and the Payee, as it may have been or shall be
supplemented, amended, consolidated or restated from time to time ("Mortgage"). This Note is
one of the Notes referred to in, and has been executed and delivered pursuant to, the Loan
Agreement

The principal hereof and interest accrued thereon and any other amount due under the
Loan Agreement may be declared to be forthwith due and payable in the manner, upon the
conditions, and with the effect provided in the Mortgage or the Loan Agreement.

The Borrower waives demand, presentment for payment, notice of dishonor, protest,
notice of protest, and notice of non-payment of this Note.

IN WITNESS WHEREOF the Borrower has caused this Note to be signed in its corporate
name and its corporate seal to be hereunto affixed and to be attested by its duly authorized
officers, all as of the day and year first above written.

SULPHUR SPRINGS VALLEY
ELECTRIC COOPERATIVE, INC.

(SEAL)
/ u  4  W

ff(§(4¢AJT

Attest:
I rv

Loan No. AZ014-A-9045-CB001

CREDEN w. HUBEFI
CHIEF EXECUTIVE OFFICER

CFC NOTE
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PROJECT AGREEMENT

OF

SULPHUR SPRlNGS VALLEY ELECTRICCOOPERATIVE, INC. (THE "BoR1cow51e")

, 07DATED: as of

The undersigned is a duly quali f ied off icer of the Borrower named above and, as such
officer, is familiar with (i) the properties, affairs and records of the Borrower, (ii) the issuance of

the Securit ies (as hereinafter defined) and the use of the proceeds thereof as it relates to the
Borrower and (iii) the Project, as hereinatrer defined.

In connection Mth the issuance of the Clean Renewable Energy Bonds (Cooperative
RenewableEnergy Projects) Series 2008A (the "Seeurities "), being issued by the National Rural
Utilities Cooperative Finance Corporation (the "Issuer"), the undersigned hereby certifies and
covenants regarding the use of the proceeds of the Securities advanced to the Borrower, as
follows:

General.

1.1 This Project Agreement is made pursuant to Section 54 of the Internal Revenue
Code of  1986, as amended (the "Code"), and any United States Treasury
regulations and other guidance thereunder to make the certifications required by
Section 54 of the Code and any United Stares Treasury regulations and other
guidance thereunder and to establish the reasonable expectations of the Borrower
with respect to the amount and use of amounts to be advanced to the Borrower
pursuant to the Loan Agreement dated as of even date herewith between the
Issuer and the Borrower (the 'Zoon Agreement "). Capitalized terms used herein
are defined where they first appear or are defined inExhibit A attached hereto.

1.2 This Project Agreement is based on facts and estimates in existence on the date
hereof and the continued veracity of these facts and estimates as of the date that
the Securities are issued (the "CIasing") will be confirmed by the Borrower on
the date of Closing, and on the basis of such facts and estimates, the Borrower
expects that the events described herein will occur. To the best of  the
undersigned's knowledge, information, and belief, the expectations contained in
this Project Agreement are reasonable.

1.3 The Borrower is a Qualified Borrower, as defined inExhibit A, and is responsible
for the acquirinyconstructing/equipping of the Project (defined below). The
undersigned has reviewed this Project Agreement, as well as the provisions of
Section 54 of the Code and any United States Treasury regulations and other
guidance thereunder, with its own legal counsel and understands and is familiar
with this Project Agreement and the provisions of Section 54 and any United
States Treasury regulations and other guidance thereunder. The Borrower will

cc DOC
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comply in all respects with the provisions of Section 54 and any United States
Treasury regulations and other guidance thereunder.

1.4 The Borrower agrees to keep and retain or cause to be kept and retained sufficient
records to demonstrate compliance with die covenants in this Project Agreement.
Such records shall include, but are not limited to, basic records relating to the
issuance of the Securities (including this Project Agreement and the inducement
resolution as described in Section 3.3 hereof), documentation evidencing the
expenditure of  amounts advanced to the Borrower pursuant to the Loan
Agreement, documentation evidencing the use of property financed with amounts
advanced to the Borrower pursuant to the Loan Agreement, and documentation
evidencing all sources of payment or security maintained by the Borrower for
amounts advanced to the Borrower pursuant to the Loan Agreement. Such
records shall be kept until the date three (3) years alter the CREB Maturity Date.

1.5 Neither the Borrower nor any Related Person (as defined in Exhibit A) to the
Borrower will purchase any Securities.

2. Qualified Project.

2.1 The Loan Agreement requires the amounts advanced thereunder to be used for
facilities to be owned by the Borrower, described in more detail in Section 2.2
hereof and in ExhibitB attached hereto as the "Updated Description of the
Project" (the "Project"). The Project was originally described in an exhibit to the
Application for National Clean Renewable Energy Bond Limitation submitted to
the Internal Revenue Serviee by the Issuer in support of the national clean
renewable energy bond allocation received by the Issuer, which "Original
Description of the Project" is attached hereto as Exhibit C.

2.2 The Project is a Solar Energy Facility (the "Qualgbfing Facility"), as defined in
Exhibit A and properly functionally related and subordinate thereto, as further
described inExhibit B, attached hereto.

Clean Renewable Enerlzv Bonds Qualification.

3.1 At least 95 percent of the proceeds advanced to the Borrower pursuant to the Loan
Agreement will be used by the Borrower for capital expenditures with respect to
the Project. None of the proceeds of the Loan (as defined in the Loan Agreement)
will be paid to the Issuer, the Borrower or any Related Person to the Issuer or the
Borrower, except for amounts paid to the Borrower to reimburse the Borrower for
actual and direct expenditures relating to the Project paid by the Borrower to
persons other than the Issuer, the Borrower or any Related Person to the Issuer or
the Borrower.

3.2 The Borrower has incurred or will, within six months of the Closing Date, incur a
substantial binding obligation (not subject to contingencies within the control of
the Issuer, the Borrower or any Related Person to either of them) to a third party

CFC DOC
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to expend at least ten percent of the Loan Amount (i.e. the total amount to be
advanced to the Borrower pursuant to the Loan Agreement). It is expected that
the work of acquiring/constructing/equipping the Project and the expenditure of
the Loan Amount will proceed with due diligence through August 18, 2008, at
which time it is anticipated that the Loan Amount will have been spent in its
entirety. The Borrower acknowledges that, to the extent that less than 95 percent
of the Loan Amount is expended by a date five years from the date of issuance of
the Securities, the Borrower will be required to prepay its Loan in an amount, and
the Issuer will redeem Securities at the end of such five-year period in an amount
necessary to maintain the tax credit with respect to the Securities, unless
otherwise pennitted by Section 6.5 hereof

It is expected that all amounts advanced to the Borrower under the Loan
Agreement will be spent to pay costs of the Project in accordance with the
estimated periodic drawdown schedule contained in Exhibit D, attached hereto
The assumptions set forth in this Section 3.2 and on Exhibit D, attached hereto
represent the Borrower's best estimate, as of this date, of the periodic drawdown
schedule of the Loan Amount

3.3 The Borrower may use amounts advanced to the Borrower under the Loan
Agreement to reimburse itself for expenditures paid prior to the date of issuance
of the Securities. The Borrower shall reimburse itself for expenditures paid prior
to the date of issuance of the Securities only if such expenditure was paid alter the
Borrower adopted an inducement resolution, and the expenditure is described in
such inducement resolution

The Borrower shall use proceeds of the Loan to reimburse itself for
expenditures paid prior to the date the Securities were issued only if such
reimbursement is made within eighteen months after the later of (i) the date
the expenditure is paid or (ii) the date the Project is placed in service, but in
no event later than three years after the date the original expenditure was
paid

Except for any reimbursement allowed under this Section 3.3, no portion of the
proceeds advanced to the Borrower will be used to pay for expenditures relating
to acquiring existing facilities (as contrasted with costs of enhancements, repair or
rehabilitation of existing facilities)

3.4 Neither the Project nor any portion thereof has been, is expected to be, or will be
sold or otherwise disposed 012 in whole or in part, prior to the last maturity date of
the Securities

3.5 The Borrower has entered into the Loan Agreement of even date hereof under
which it is committed to borrow $280,000 from the Issuer of the Securities and
the Borrower reasonably expects to borrow and expend the full amount of such
commitment
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3.6 At least 75% of the Loan Amount is expected to be used for Construction
Purposes.

3.7 The Borrower will not use proceeds of the Loan (i) to pre-pay for goods or
services to be received over a period of years prior to the date such goods or
services are to be received, or (ii) to pay for or otherwise acquire goods or
services from an Affiliated Person, as definedin Exhibit A.

3.8 The Borrower shall at all times be a Qualified Borrower.

Remedial Action.

4.1 The Borrower agrees to operate the Project as a Qualifying Facility.

The Borrower acknowledges that if property financed with proceeds of the
Securities advanced to the Borrower is operated in a manner other than as a
Qualifying Facility such operation may constitute a "deliberate action" that may
require remedial actions to prevent the tax credit being produced by the Securities
from being disallowed.

The Borrower shall prompdy contact the Issuer as provided in Section 6.3 hereof
if it considers operating property financed with proceeds of the Loan other than as
a Qualifying Facility.

4.2 The Borrower acknowledges that if property financed with proceeds of the Loan
is sold or otherwise disposed of in a manner contrary to the provisions of
Section 3.4 hereof, such sale or disposition may constitute a "deliberate action"
that may require remedial actions to prevent the tax credit being produced by the
Securities from being disallowed. If the Borrower considers the sale or other
disposition of property financed with proceeds of the Loan, it shall promptly
contact thelssuer, in the manner set forthinSection 6.3 hereof

5. Funds and Accounts: Investments.

5.1 Airer the issuance of the Securities, neither the Borrower nor any Related Person
to the Borrower has or will have any property, including cash, securities or any
other property held as a passive vehicle for the production of income or for
investment purposes, that constitutes:

(i) amounts that have a sufficiently direct nexus to the Securities or to
the governmental purpose of the Securities to conclude that the amounts would
have been used for that governmental purpose if the Securities were not used or to
be used for that governmental purpose (the mere availability or preliminary
earmarking of such amounts for a governmental purpose, however, does not itself
establish such a sufficient nexus),
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(ii) amounts in a debt service fund, redemption fund, reserve fund
replacement fund or any similar fund to the extent reasonably expected to be used
directly or indirectly to pay principal of or interest on die Securities or any
amounts for which there is provided, directly or indirectly, a reasonable assurance
that the amount will be available to pay principal of or interest on the Securities or
any credit enhancement or liquidity device with respect to the Securities, even if
the Issuer, the Borrower or any Related Person to either of them encounter
financial difficulties: or

(i i i ) any amounts held pursuant to any agreement (such as an agreement
to maintain certain levels of types of assets) made for the benefit of the holders of
the Securities or any credit enhancement provider, including any liquidity device
or negative pledge (e.g., any amount pledged to pay principal of or interest on an
issue held under an agreement to maintain the amount at a particular level for the
direct or indirect benefit of holders of the Securities or a guarantor of the
Securities)

No compensating balance, liquidity account, negative pledge of property held for
investment purposes required to be maintained at least at a particular level or
similar arrangement exists with respect to, in any way, the Securities or any credit
enhancement or liquidity device related to the Securities

5.2 During the acquiring/constructing/equipping of the Project, the Borrower will
only draw down amounts from the Issuer for capital expenditures already paid by
the Borrower

5.3 Neither the Borrower nor any Related Person to the Borrower will enter into any
hedge (e.g., an interest rate swap, interest rate cap, futures contract, forward
contract or an option) with respect to the Loan or the Securities

5.4 All property subject to the Mortgage is and will be used by the Borrower in the
conduct of its trade or business. The Borrower reasonably expects to repay the
Loan from current operating revenues. The Mortgage does not require that cash
securities, obligations, annuity contracts or other property held principally as a
passive vehicle for the production of income be maintained, individually or
collectively, at any particular level

Miscellaneous

6.1 This Project Agreement shall be governed by and construed in accordance with
the laws of the Commonwealth of Virginia

6,2 Prior to the date 15 days before the Securities were sold, neither the Borrower nor
any Related Person to the Borrower has sold or delivered any obligations that are
reasonably expected to be paid out of substantially the same source of times as the
Securities. Neither the Borrower nor any Related Person to the Borrower will sell
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or deliver within 15 days airer the date hereof any obligations that are reasonably
expected to be paid out of substantially the same source of funds as the Securities.

6.3 All notices provided for herein shall be given or made in writing (including,
without limitation, by telecopy) and delivered to the Issuer at the "Address for
Notices" specified below. All such communications shall be deemed to have
been duly given (i) when personally delivered including, without limitation, by
overnight mail or courier service, (ii) in the case of notice by United States mail,
certified or registered, postage prepaid, return receipt requested, upon receipt
thereof] or (iii) Ni the case of notice by telecopy, upon transmission thereof;
provided such transmission is promptly confirmed by either of the methods set
forth in clauses (i) or (ii) above in each case given or addressed as provided for
herein. The Address for Notices of the Issuer is as follows:

National Rural Utilities Cooperative Finance Corporation
2201 Cooperative Way
Herndon, Virginia 20171-3025
Attention: Senior Vice President - Member Services
Fax #703-709-6776

6.4

4

The Borrower represents that it has not been contacted by the Internal Revenue
Serv ice or any issuer of bonds, the proceeds of which were loaned to the
Borrower regarding any examination of any tax exempt bonds issued for the
benefit of the Borrower. To the best of the knowledge of the Borrower, no such
obligations of the Borrower are currently under examination by the Internal
Revenue Service.

6.5 Any restriction or covenant contained herein need not be observed or may be
changed if such nonobservance or change will not result in the loss of any tax
credit under Section 54 of the Code for the purpose of federal income taxation to
which the Securities is odmeiwise entitled and the Borrower receives an opinion of
Bond Counsel to such effect and the Issuer agrees to such nonobservance or
change.

6.6 If any clause, provision or section of this Project Agreement is ruled invalid by
any court of competent jurisdiction, the invalidity of such clause, provision or
section shall not affect any of the remaining clauses, sections or provisions hereof

6.7 The terms, provisions, covenants and conditions of this Project Agreement shall
bind and inure to the benefit of the respective successors and assigns of the Issuer
and the Borrower.

6.8 This Project Agreement shall terminate on the date three (3) years alter the CREB
Maturity Date.
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The undersigned aclmowledge that this Project Agreement is given as a basis for an
opinion of the law firm of Chapman and Cutler LLP, Chicago, Illinois, and such firm is hereby
authorized to rely on this Project Agreement

DATED as of the day and year first above written

SULPHUR SPRINGS VALLEY ELECTRIC
COOPERATIVE. INC

By
Title Fr~¢5 ( l ¢ ~ l r
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EXHIBIT A

DEFINITIONS

"Affiliated Person " means any Person that (a) at any time during the six months prior to
the Closing Date, (i) has more than five percent of the voting power of the governing body of the
Issuer or the Borrower in the aggregate vested in its directors, officers, owners, and employees or
(ii) has more than five percent of the voting power of its governing body in the aggregate vested
in directors, officers, board members, owners, members or employees of the Issuer or the
Borrower or (b) during the one-year period beginning six months prior to the Closing Date, (i)
the composition of the governing body of which is modified or established to reflect (directly or
indirectly) representation of the interests of the Issuer or the Borrower (or for which an
agreement, understanding, or arrangement relating to such a modification or establishment
during that one-year period) or (ii) the composition of the governing body of the Issuer or the
Borrower is modified or established to reflect (directly or indirectly) representation of the
interests of such Person (or for which an agreement, understanding, or arrangement relating to
such a modification or establishment during that one-year period).

"Bond Counsel" means Chapman and Cutler LLP or any other nationally recognized
firm of attorneys experienced in the Held of municipal obligations whose opinions are generally
accepted by purchasers of municipal obligations.

"Closing Date " means the date the Issuer issues the Securities.

"Code " means the Internal Revenue Code of 1986, as amended.

"Constructed Personal Property" means tangible personal property (or, if acquired
pursuant to a single acquisition contract, properties) or Specially Developed Computer Software
if(i) a substantial portion of the property or properNess is completed more than six (6) months
after the earlier of the date construction or rehabilitation commenced and the date the Borrower
entered into an acquisition contract; (ii) based on the reasonable expectations of the Borrower, if
any, or representations of the person constructing the property, with the exercise of due
diligence, completion of construction or rehabilitation (and delivery to the issuer) could not have
occurred within that six-month period; and (iii) if the Borrower itself builds or rehabilitates the
property, not more than 75 percent of the capitalizable cost is attributable to property acquired by
the Borrower (e.g., components, raw materials, and other supplies).

"Construction Purposes " means capital expenditures that are allocable to the cost of Real
Property or Constructed Personal Property. Except as provided in the next succeeding sentence,
construction expenditures do not include expenditures for acquisitions of interests in land or
other existing real property. Expenditures are not for the acquisition of an interest 'it existing
real property other than land if the contract between the seller and the Borrower requires the
seller to build or install the property (e.g., a turnkey contract), but only to the extent that the
property has not been built or installed at the time the parties enter into the contract.

1
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"Control" means the possession, directly or indirectly through others, of either of the
following discretionary and non-ministerial rights or Powers over another entity (i) to approve
and to remove without cause a controlling portion of the governing body of a Controlled Entity,
or (ii) to require the use of funds or assets of a Controlled Entity for any purpose.

"Controlled Entity" means any entity or one of a group of entities that is subject to
Control by a Controlling Entity or group of Controlling Entities. .

"Controlled Group " means a group of entities directly or indirectly subject to Control by
the same entity or group of entities, including the entity that has the Control of the other entities.

"Controlling Entity" means any entity or one of a group of entities directly or indirectly
having Control of any entities or group of entities.

"CREB Maturity Date " shall have the meaning ascribed to it i n the Loan Agreement.

"Governmental Body" means any State, territory, possession of the United States, the
District of Columbia, Indian tribal government, and any political subdivision thereof

"Mortgage " means the mortgage and security agreement applicable to substantially all of
the property of the Borrower.

"Qualuied Borrower" means (i) a mutual or cooperative electric company described in
Sections 501(c)(l2) or 138l(a)(2)(C) of the Code, or (ii) a Governmental Body (as defined
above).

"Real Properly" means land and improvements to land, such as buildings or other
inherently permanent struchxres, including interests in real property. For example, real property
includes wiring in a building, plumbing systems, central heating or air-conditioning systems,
pipes or ducts, elevators, escalators installed in a building, paved parking areas, roads, wharves
and docks, bridges, and sewage lines.

"Related Person " means any member of the same Controlled Group as the Issuer or the
Borrower and any person related to the Issuer or a Borrower wi thin the meaning of
Sechlon 144(a)(3) of the Code.

"Solar Energy Facility " means a facility using solar energy to produce electn'city.

"Specially Developed Computer Software" means any programs or routines used to
cause a computer to perform a desired task or set of tasks, and the documentation required to
describe and maintain those programs, provided that the soiiware is specially developed and is
functionally related and subordinate to real property or other constructed personal property.

"Tangible Personal Property" means any tangible property other than real property,
including interests in tangible personal property. For example, tangible personal property
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includes machinery that is not a structural component of a building, subway cars, tire trucks,
automobiles, office equipment, testing equipment, and furnishings.

I

I

I
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EXHIBIT B
I

UPDATED DESCRIPTION OF THE PROJECT

CFC App l i ca t i on
Bond Proceeds Needed for Project :
Bond Al locat ion Requested and Received

No.  15 Sulphur Spr ings Val ley EC,  Inc.
$280,000
$280,000

Name of Project Pomerene Elementary School  Dist r ic t  Photovol ta ic Solar
Automobi le Parking Shade St ructure

Project Street Address

Phone
Fax

County

Pomerene Elementary School
1396 N.  Old Pomerene Road
Pomerene,  AZ 85627
(520)  586.2407
( 5 2 0 ) 5 8 6 - 7 7 2 4
Cochise County

E
I

I nd i v i dua l Name t o  Contact
Company Name
Street Address
City,  State,  Zip
Telephone Number
F a x

Jack B la i r
Su l fur  Spr ings Val l ey  E lect r i c  Cooperat i ve ,  I nc  .

311  E .  W i l cox  Dr i ve
Sierra V is ta.  AZ 85635
(5 2 0 )5 1 5 -3 4 7 0
( 5 2 0 ) 4 5 8 - 3 4 6 7

Updated Detailed Description of the Project

A cantilevered shade structure at a school on the top of which will be constructed a 23kW solar
photovoltaic system to supply power to the school. Excess power will flow on to the SSVEC
system
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EXHIBIT C

ORIGINAL DESCRIPTION OF THE PROJECT

[COPY oF Exmnrr A  To IssuER APPUCAT1ON To THE IRS]
CLEAN RENEWABLE ENERGY BONDS APPLICATION

EXHI B I T  A

SULPHUR SPRINGS VALLEY ELEcTn1c COOPERATIVE, INC.

PQMERENE ELEMENTARY ScHooLD1sTR1cT PHOTOVOLTAIC SOLAR
SHADE STRUCTURE

T h i s  p ro j ec t  w i l l  p l ace  a  pho t ovo l t a i c  m odu l e  cos t i ng  $280 , 000 ,  t ha t  w i l l  p roduce  23  kW  o f
elect rici ty in the shade st ructure in the one Pomerene Elementary School  Dist r ict  school .  The PV
st ructure wi l l  provide elect r ic i ty to the respect ive school  at  no charge.  There wi l l  a lso be a cable
connec t i on  t o  a  com pu t e r  i n  t he  l i b ra ry  o f  each  schoo l  t o  show  s t uden t s  how  t he  sys t em  i s
work i ng .

This project  is the ident ical  project  that  Navopache Elect r ic Cooperat ive in Arizona bui l t  in 2001
that  cont inues to funct ion wi th no issues/problems.

SSVEC w i l l  opera te  and main ta i n  t he  s t ruc tu re .  Any excess  power  p roduced w i l l  f l ow  back  t o
the SSVEC grid.

The PV s t ruc tures a t  t he schoo ls  w i l l  s i gn i f i cant l y  reduce the i r  e lec t r i c  b i l l s ,  wh ich have been
disproport ionately large due to the per meter monthly surcharges mandated by the Envi ronmental
Port fo l io Program (EPP),  and approved by the Arizona Corporat ion Commission.  A11 customers
pay the EPP fees t o  SSVEC,  wh i ch  uses  t hem t o  f und  renewab le  energy  p ro j ec t s .  S i nce  each
schoo l  has  many meters ,  t hey  pay the EPP a  d i spropor t i ona te l y  l a rge  amount  o f  do l l a rs .  The
benef i t  of  reduced elect ric bi l ls wi l l  of fset  thei r payments into the fund.

The RFP issued by Sulphur Springs Val ley Elect r ic Cooperat ive fo l lows.
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SULPHUR SPRINGS VALLEY ELECTRICCOOPERATIVE, INC.

A TOUCHSTONE ENERGY* COOPERATIVE

FOR THE ELECTRIC COOPERATWES IN THE STATE OF ARIZONA

I REQUEST
A

PROPOSAL

For

A PHoTovoLTAic SYSTEM

USED FOR
SHADE STRUCTURES

F o r
PUBLIC BUILDINGS

Issumn: AuGusT 1, 2005

Narrative: The Electric Cooperatives in Arizona (Duncan Valley EC, Graham County
EC, Mohave EC, Navopache EC, Sulfur Springs Valley EC, Trico EC and Arizona Electric

Power Cooperative, Inc.) request a proposal for a modular designed system to supply a 10 kW to
30 kW Photovoltaic (PV) system. System size is relative to the space available for the PV panels
on each site. System may consist of multiple free standing modules interconnected to meet the 10
to 30 kW size requirement. Modules tobe used as &ea standing carports or free standing covers
for walkways to provide shade. These systems are to be used at public buildings to increase the
awareness of PV systems and operations and systems will be sized based on the available space.
Base pricing for 10, 15, 20, 25, and 30 kW systems are requested (systems may be rounded to the
nearest kw increment). The interconnection cost tram the PV system to nearest distribution
panel will be on a case by case basis due to the variation in sites. This RFP is not all inclusive
and contractor may include other specifications or requirements they feel are necessary for a
successful venture.

This RFP is released on August 1, 2005 and response must be in a written proposal by
October 1, 2005. For questions or clarification of details please contact Albert Gomez (520-515-
3473) or David Bane (520-515-3472).

SCOPE OF WORK - THE CONTRACTOR WILL BE RESPONSIBLE FOR THE FOLLOWInGs

Structural design of the supporting PV structures (carport and walkway)
One line circuit diagrams for approval by local Cooperative's engineering department
Complete wiring diagrams (to be included in owner manual)
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Isolation transformers as needed to meet the NEC
Purchase and installation of all components
Systems test period of 4-6 weeks prior to transfer of title of equipment to site owner
Any required Permits (Cooperative will reimburse actual cost of permits)
Meter socket on the A/C output of the inverter(s)
Interconnection with Customers electric service
Fencing around inverters and other equipment as required for security and public safety
Project to meet or exceed SunWatts standards
Basic training for site owner/site operator
Operators Manual

THE COOPERATIVE WILL PROVIDE THE FOLLOWING:

Meter to measure AC output from PV system to owners electric panel
Written permission &om site owner tobuild the PV Module
Act as the point of contact with the installation Contractor on behalf of the site owner

Structural Design Requirements:

The basic structure is to support the PV cells but must be able to work as a carport with
all the required clearances. Support should be in a cantilever style to allow easy parldng, spacing
on vertical supports should be in multiples of 10 feet to be able to match typical parking lot
spacing, height should allow the parldng of full size passenger vans, and structure does not have
to be water proof (providing shade to vehicles is secondary to the production of energy). Sample
profile (to show intent not required design) is on page 4. Ideal structure would have the ability to
support PV panels that would be effective if the long side of the struchire is in a North-South as
well as East-West orientation.

PV DESIGN REQUIREMENTS:

•

PV panels shall have warranty for a minimum of 15 years to cover rated output (output
degradation not to exceed 20% over life of panel)
All system components will be UL certified
System will include isolation transformers per section 250-30 of the NEC
Polyphase inverter wide voltage to match customer's system
Inverter to match capacity of project.
15 year manufacturers warranty on Inverter (contractor may use an extended warranty

insurance policy to meet 15 year requirement)
Contractor will warranty repair labor at 100% for first 5 years, 66% of labor for second 5

years, and 33% of labor for remaining 5 years, (limited to warranty repairs)
Interconnection costs from site of PV system to nearest practical distribution panel will be
on a case by case basis, (site selection process will keep dies as short as possible)

SUNWATTS REQUIREMENTS :
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1

•

•

•

One-line drawings subject to approval by local Cooperative's engineering department
Units to operate in parallel with grid
Includes protection for out of frequency problems
Low harmonics
Inverter must disconnect in the event grid power is lost
Lockable safety switch located between the inverter and meter socket

TRAINING REQUIREMENTS :

The Contractor will prov ide suff icient time with the site owner to explain how to
disconnect the system, locate inverter, identify all junction boxes between the modules, and
identify any system warning lights or displays. Contractor will also provide system manual with
basic operating instructions and all the associated warranty information and manufacturer
contacts listed.
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EXHIBIT D

MONTHLYDRAWDOWNSCHEDULE OF AMOUNTS TOBE ADVANCED TO THE
BORROWER PURSUANT To THE LQAN AGREEMENT

DATE on WHICH PROCEEDS ARE
EXPECTED TO BE EXPENDED

AMOUNTS OF PROCEEDS TO BE
EXPENDED

August 18, 2008 $280,000
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SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE. INC

To

NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE CORPORATION

Issuer

LOAN AG REEMENT

Dated as of 9/ ,2001

Clean Renewable Energy Bonds
(Cooperative Renewable EnergyProjects) Series 2008A

of National Rural Utilities Cooperative Finance Corporation
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A

LOAN AGREEMENT

LOAN AGREEMENT (this "Agreement") dated as of . 7
between SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC. ("Borrower"), a
corporation organized and existing under the laws of the State of Arizona and NATIONAL RURAL
UTILITIES COOPERATIVE FINANCE CORPORATION ("CFC"), a cooperative association
organized and existing under the laws of the District of Columbia.

RECITALS

WHEREAS, the Borrower has applied to CFC for a loan for the purposes set forth in
SchedUle 1 hereto; and CFC is willing tO make such a loan to the Borrower on the terms and
conditions stated herein, and

WHEREAS, the Borrower has agreed to execute a promissory note to evidence an
indebtedness in the aggregate principal amount of the CFC Commitment (as hereinafter defined).

NOW, THEREFORE, for and in consideration of the premises and the mutual covenants
hereinaNer contained, the parties hereto agree and bind themselves as follows:

:

ARTICLE I

DEFINITIONS

Section 1.01 For purposes of this Agreement, the following capitalized terms shall have the
following meanings (such definitions to be equally applicable to the singular and the plural form
thereof). Capitalized terms that are not defined herein shall have the meanings as set forth in the
Mortgage.

"Accounting Requirements" shall mean any system of accounts prescribed by a federal
regulatory authority having jurisdiction over the Borrower or, in the absence thereof, the requirements
of GAAP applicable to businesses similar to that of the Borrower.

"Advance" shall mean each advance of funds by CFC to the Borrower pursuant to the terms
and conditions of this Agreement, including the Initial Advance and the Primary Advance.

"Authorized Officer of the Borrower'° means the Chairman, General Manager or Chief
Financial Officer of the Borrower or any other person authorized by the Board of the Borrower so to
act or any other person performing a function similar to the function performed by any such officer or
authorized person.

"Average DSC Ratio" shall mean the average of the Borrowed's two highest annual DSC
Ratios during the most recent three calendar years.

"Bond Counsel" means an attorney at law or a firm of attorneys (designated by CFC and
acceptable to the Trustee) of nationally recognized standing in matters pertaining to the tax-exempt
nature of interest or tax credits on bonds issued by states and their political subdivisions, duly
admitted to the practice of law before the highest court of any state of the United States of America.
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"Business Day" shall mean any day that both CFC and the depository institution CFC
utilizes for funds transfers hereunder are open for business.

"CFC Commitment" shall have the meaning as defined in Schedule 1.

"CFC CREB Rate" shall mean the interest rate charged by CFC for loans made by CFC from
proceeds of the CREBs which rate shall not exceed one hundred and fifty basis points (150I100 of
1%) per annum. `

"Closing Date" shall mean the date CFC issues the CREBs.

"Code" shall mean the Internal Revenue Code of 1986, as supplemented and amended.

"Completion Certificate" shal l  mean the cert i f i cate of  the Borrower requi red by
Section 5.01 .P of this Agreement, substantially in the form of Exhibit C hereto.

"CREBs" shall mean the series of Securities issued by CFC to provide financing for the
Project.

"CREB Maturity Date" shall mean the maturity date of the CREBs, which shall be the
December 15th prior to the Maximum CREB Term Anniversary Date.

"Debt Service Coverage ("DSC") Ratio" shall mean the ratio determined as follows: for any
calendar year add (i) Operating Margins, (ii) Non-Operating Margins-Interest, (ill) Interest Expense,
(iv) Depreciation and Amortization Expense, and (v) cash received in respect of generation and
transmission and other capital credits, and divide the sum so obtained by the sum of all payments of
Principal and Interest Expense required to be made during such calendar year, provided, however,
that in the event that any amount of Long-Term Debt has been refinanced during such year, the
payments of Principal and Interest Expense required to be made during such year on account of
such refinanced amount of Long-Term Debt shall be based (in lieu of actual payments required to be
made on such refinanced amount of Long-Term Debt) upon the larger of (i) an annualization of the
payments required to be made with respect to the refinancing debt during the portion of such year
such refinancing debt is outstanding or (ii) the payment of Principal and Interest Expense required to
be made during the following year on account of such refinancing debt.

I
"Default Rate" shat\ mean a rate per annum equal to one hundred and fifty basis points

(1501100 of 1%). I

"Depreciation and Amortization Expense" shal l  mean an amount consti tut ing the
depreciation and amortization of the Borrower computed pursuant to Accounting Requirements.

"Determination of Tax Credit Ineligibility" shall mean a determination that a particular
series of Securities does not qualify for a tax credit for the owner thereof under Section 54 of the
Code, which determination shall be deemed to have been made upon the occurrence of the first to
occur of the following:

(a) the date on which CFC determines that there is a significant likelihood that a
particular series of Securities may not qualify for a tax credit, if  such determination is
supported by a written opinion of Bond Counsel to that effect, or

i
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(b) the date on which CFC shall receive notice in writing that the Trustee has been
advised by the owner of any Security that a particular series of Securities does not qualify for
a tax credit for the owner thereof, based upon a final determination made either by: (A) the
Internal Revenue Service in a published or private ruling or technical advice memorandum or
(B) any court of competent jurisdiction in the United States of America, as a result of a failure
by CFC or any borrower to observe any agreement or representation in the Tax Compliance
Agreement or a Loan Agreement or Project Agreement relating to the proceeds of the
Securities. Any such determination will not be considered final for this purpose unless the
Owner of the Securities involved in the proceeding or action resulting in the determination (i)
gives CFC and the Trustee prompt written notice of the commencement thereof and (ii) if
CFC agrees to pay all expenses in connection therewith and to indemnify such Owner of the
Securities against all liabilities in connection therewith, offers CFC an opportunity to contest
the determination, either directly or in the name of the Owner of the Securities, and until
conclusion of any review, if sought.

"Distributions" shall mean, with respect to the Borrower, any dividend, patronage refund,
patronage capital retirement or cash distribution to its members, or consumers (including but not
limited to any general cancellation or abatement of charges for electric energy or services furnished
by the Borrower). The term "Distribution" shall not include (a) a distribution by the Borrower to the
estate of a deceased patron, (b) repayment by the Borrower of a membership fee upon termination of
a membership, or (c) any rebate to a patron resulting from a cost abatement received by the
Borrower, such as a reduction of wholesale power cost previously incurred.

"Draw Period" shall have the meaning as described in Schedule 1 hereto.

"Environmental Laws" shall mean all laws, rules and regulations promulgated by any
Governmental Authority, with which Borrower is required to comply, regarding the use, treatment,
discharge, storage, management, handling, manufacture, generation, processing, recycling,
distribution, transport, release of or exposure to any Hazardous Material.

"Equity" shall mean the aggregate of  the Borrower's equities and margins computed
pursuant to Accounting Requirements.

"Event of Default" shall have the meaning as described in Article VI hereof.

"Funds Requisition Statement" shall mean the certificate of the Borrower, in the form set
forth as Exhibit A to this Agreement, by which the Borrower will obtain an advance of funds from CFC
under the Loan.

"GAAP" shall mean generally accepted accounting principles set forth in the opinions and
pronouncements of the Accounting Principles Board and the American Institute of Certified Public
Accountants and statements and pronouncements of the Financial Accounting Standards Board.

"Governmental Authority" shall mean the government of the United States of America, any
other nation or government, any state or other political subdivision thereof, whether state or local,
and any agency, authority, instrumentality, regulatory body, court or other entity exercising executive,
legislative, judicial, taxing, regulatory or administrative Powers or functions of or pertaining to
government.

"Hazardous Material" shall mean any (a) petroleum or petroleum products, radioactive
materials, asbestos-containing materials, polychlorinated biphenyls, lead and radon gas, and (b) any
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"Mortgage" shall have the meaning as described in Schedule 1 hereto.

"Mortgaged Property" shall have the meaning ascribed to it in the Mortgage.

"Non-Operating Margins-~lnterest" shall  mean the amount representing the interest
component of non-operating margins of  the Borrower computed pursuant to Account ing
Requirements.

"Maximum CREB Term Anniversary Date" shall mean the anniversary of the Closing Date
that occurs at the maximum term permitted for the CREBs under Section 54(e)(2) of the Code as in
effect on the Closing Date.

"Maturity Date" shall mean the Payment Date immediately prior to the CREB Maturity Date
permitted for the CREBs under Section 54(e)(2) of the Code as in effect on the Closing Date.

"Long-Term Debt" shall mean an amount constituting the long-term debt of the Borrower
computed pursuant to Accounting Requirements.

"Loan Documents" shall mean this Agreement, the Note, the Mortgage, the Project
Agreement and all other documents or instruments executed, delivered or executed and delivered by
the Borrower and evidencing, securing, governing or otherwise pertaining to, the Loan.

"Loan Capital Term Certificate" or "LCTC" shall mean a certificate, or book entry form of
account, evidencing the Borrower's purchase of equity in CFC.

"Loan" shall mean the loan made by CFC to the Borrower, pursuant to this Agreement and
the Note, in an aggregate principal amount not to exceed the CFC Commitment.

"Lien" shall mean any statutory or common law consensual or non-consensual mortgage,
pledge, security interest, encumbrance, lien, right of set off, claim or charge of any kind, including,
without limitation, any conditional sale or other title retention transaction, any lease transaction in the
nature thereof and any secured transaction under the Uniform Commercial Code.

Long-Term Debt of the Borrower computed pursuant to Accounting Requirements.
"Interest Expense" shall mean an amount constituting the interest expense with respect to

In computing
Interest Expense, there shall be added, to the extent not otherwise included, an amount equal to 33-
1/3% of the excess of Restricted Rentals paid by the Borrower over 2% of the Borrower's Equity.

"Initial Advance" shall mean the Advance made by CFC on the Closing Date pursuant to
Section 3.02.A hereof to fund a portion of CFC's costs in issuing the CREBs attributable to the CFC
Commitment, including, but not limited to, original issue discount, underwriting discount and other
costs of issuance, including, without limitation, rating agency costs and legal, underwriting and
Trustee expenses.

"Indenture" shall mean the Indenture between CFC and U.S. Bank Trust Company National
Association, relating to the first issue of Securities, pursuant to which the Securities, including the
CREBs are issued, as supplemented and amended.

other substance designated as hazardous or toxic or as a pollutant or contaminant under any
Environmental Law.

\
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"Note" shall mean the secured promissory note, payable to the order of CFC, executed by
the Borrower, dated as of even date herewith, pursuant to this Agreement as identified on Schedule
1 hereto and shall include any substitute note or modification thereto.

"Obligations" shall mean any and all liabilities, obligations or indebtedness owing by the
Borrower to CFC, of any kind or description, irrespective of whether for the payment of money.
whether direct or indirect, absolute or contingent, due or to become due, now existing or hereafter
arising.

"Operating Margins" shall mean the amount of patronage capital and operating margins of
the Borrower computed pursuant to Accounting Requirements.

"Payment Date" shall mean the first (1st) day of each of March, June and September and
December.

"Payment Notice" shall mean a notice furnished by CFC to the Borrower that indicates the
amount of each payment of interest or interest and principal and the total amount of each payment
due.

"Permitted Encumbrances" shall have the meaning ascribed to it in the Mortgage.

"Person" shall mean natural persons, cooperatives, corporations, limited liability companies,
limited partnerships, general partnerships, limited liability partnerships, joint ventures, associations,
companies, trusts or other organizations, irrespective of whether they are legal entities, and
Governmental Authorities.

"Primary Advance" shall mean the Advance made by CFC to the Borrower pursuant to
Section 3.02.B hereof two Business Days after the Closing Date to reimburse Borrower for costs of
the Project.

"Principal" shall mean the amount of principal billed on account of Long-Term Debt of the
Borrower computed pursuant to Accounting Requirements.

"Project" shall mean the project being financed pursuant to the Loan, as further described in
Schedule 1.

"Project Account" means an account created pursuant to the Indenture within the Project
Fund related to the CREBs.

"Project Agreement" shall mean the Project Agreement, dated as of even date herewith,
executed by the Borrower with respect to the Project and the CREBs.

"Project Fund" means the Project Fund created and identified as such in the Indenture.

"Restricted Rentals" shall mean all rentals required to be paid under finance leases and
charged to income, exclusive of any amounts paid under any such lease (whether or not designated
therein as rental or additional rental) for maintenance or repairs, insurance, taxes, assessments,
water rates or similar charges. For the purpose of this definition the term "finance lease" shall mean
any lease having a rental term (including the term for which such lease may be renewed or extended
at the option of the lessee) in excess of three (3) years and covering property having an initial cost in
excess of $250,000 other than automobiles, trucks, trailers, other vehicles (including without
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limitation aircraft and ships), office, garage and warehouse space and office equipment (including
without limitation computers)

Securities" shall mean one or more series of clean renewable energy bonds issued by CFC
under the Indenture

Subsidiary" as to any Person, shall mean a corporation, partnership, limited partnership
limited liability company or other entity of which shares of stock or other ownership interests having
ordinary voting power (other than stock or such other ownership interests having such power only by
reason of the happening of a contingency) to elect a majority of the board of directors or other
managers of such entity are at the time owned, or the management of which is otherwise controlled
directly or indirectly through one or more intermediaries, or both, by such Person. Unless otherwise
qualif ied, all references to a "Subsidiary" or to "Subsidiaries" in this Agreement shall refer to a
Subsidiary or Subsidiaries of the Borrower

Tax Compliance Agreement" means a tax compliance certificate and agreement of CFC
with reaped to a series of Securities, as accepted by the Trustee, as amended

"Termination Certificate" shal l  mean the cert i f i cate of  the Borrower requi red by
Section 5.01 .Q of this Agreement, substantially in the form of Exhibit D hereto.

°'Total Assets" shall mean an amount constituting the total assets of the Borrower computed
pursuant to Accounting Requirements.

\

"Total Utility Plant" shall mean the amount constituting the total utility plant of the Borrower
computed pursuant to Accounting Requirements.

"Trustee" shall mean U.S. Bank Trust Company National Association and its successors and
assigns.

|

ARTICLE ll

REPRESENTATIONS AND WARRANTIES

Section 2.01 The Borrower represents and warrants to CFC that as of the date of this
Agreement:

A. Good Standing. The Borrower is duly organized, validly existing and in good
standing under the laws of the jurisdiction of its incorporation or organization, is duly qualified to do
business and is in good standing in those states in which it is required to be qualified to conduct its
business. The Borrower is a member in good standing of CFC.

B. Subsidiaries and Ownership. Schedule 1 hereto sets forth a complete and accurate
list of the Subsidiaries of the Borrower showing the percentage of the Borrower's ownership of the
outstanding stock, membership interests or partnership interests, as applicable, of each Subsidiary.

c . Authority; Validity. The Borrower has the power and authority to enter into this
Agreement, the Note, the Project Agreement and the Mortgage, to make the borrowing hereunder, to
execute and deliver all documents and instruments required hereunder and to incur and perform the
obligations provided for herein, in the Note, in the Project Agreement and in the Mortgage, all of
which have been duly authorized by all necessary and proper action; and no consent or approval of

\.
\
l
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any Person, including, as applicable and without limitation, members of the Borrower, which has not
been obtained is required as a condition to the validity or enforceability hereof or thereof.

Each of this Agreement, the Note, the Project Agreement and the Mortgage is, and .when fully
executed and delivered will be, legal, valid and binding upon the Borrower and enforceable against
the Borrower in accordance with i ts terms, subject to appl icable bankruptcy, insolvency,
reorganization, Moratorium or other laws affecting creditors' rights generally and subject to general
principles of equity.

D. No Conflicting Agreements. The execution and delivery of the Loan Documents
and performance by the Borrower of the obligations thereunder, and the transactions contemplated
hereby or thereby, will not: (i) violate any provision of law, any order, rule or regulation of any court or
other agency of government, any award of any arbitrator, the articles of incorporation or by-laws of
the Borrower, or any indenture, contract, agreement, mortgage, deed of trust or other instrument to
which the Borrower is a party or by which it or any of its property is bound; or (ii) be in conflict with,
result in a breach of or constitute (with due notice and/or lapse of time) a default under, any such
award, indenture, contract, agreement, mortgage, deed of trust or other instrument, or result in the
creation or imposition of any Lien (other than contemplated hereby) upon any of the property or
assets of the Borrower,

The Borrower is not in default in any material respect under any agreement or instrument to which it
is a party or by which it is bound and no event or condition exists which constitutes a default, or with
the giving of notice or lapse of time. or both, would constitute a default under any such agreement or
instrument.

E. Taxes. The Borrower, and each of its Subsidiaries, has filed or caused to be filed all
federal, state and local tax returns which are required to be filed and has paid or caused to be paid
all federal, state and local taxes, assessments, and governmental charges and levies thereon,
including interest and penalties to the extent that such taxes, assessments, and governmental
charges and levies have become due, except for such taxes, assessments, and governmental
charges and levies which the Borrower or any Subsidiary is contesting in good faith by appropriate
proceedings for which adequate reserves have been set aside.

F. Licenses and Permits. The Borrower has duly obtained and now holds all licenses,
permits, certifications, approvals and the like necessary to own and operate its property and business
that are required by Governmental Authorities and each remains valid and in full force and effect.

G. Litigation. There are no outstanding judgments, suits, claims, actions or proceedings
pending or, to the knowledge of the Borrower. threatened against or affecting the Borrower, its
Subsidiaries or any of their respective properties which, if adversely determined, either individually or
collectively, would have a material adverse effect upon the business, operations, prospects, assets,
liabilities or financial condition of the Borrower or its Subsidiaries. The Borrower and its Subsidiaries
are not, to the Borrower's knowledge, in default or violation with respect to any judgment, order, writ,
injunction, decree, rule or regulation of any Governmental Authority which would have a material
adverse effect upon the business, operations, prospects, assets, liabilities or financial condition of the
Borrower or its Subsidiaries. .

and the interim financial statements of the Borrower all heretofore furnished to CFC, are complete
and correct.

H. Financial Statements. The balance sheet of the Borrower as at the date identified in
Schedule 1 hereto, the statement of operations of the Borrower for the period ending on said date,

Said balance sheet fairly presents the financialcondition of the Borrower as at said date
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and said statement of operations fairly reflects its operations for the period ending on said date. The
Borrower has no contingent obligations or extraordinary forward or long-term commitments except as
specifically stated in said balance sheet or herein. There has been no material adverse change in
the financial condition or operations of the Borrower from that set forth in said financial statements
except changes disclosed in writing to CFC prior to the date hereof

Borrower's Legal Status. Schedule 1 hereto accurately sets forth: (i) the Borrower's
exact legal name, (ii) the Borrower's organizational type and jurisdiction of organization, (iii) the
Borrower's organizational identification number or accurate statement that the Borrower has none
and (iv) the Borrower's place of business or, if more than one, its chief executive office as well as the
Borrower's mailing address if different

Required Approvals. Other than the CREBs allocation received from the Internal
Revenue Service, no license, consent or approval of any Governmental Authority is required to
enable the Borrower to enter into this Agreement, the Project Agreement, the Note and the
Mortgage, or to perform any of its Obligations provided for in such documents, including without
limitation (and if applicable), that of any state public utilities commission, any state public service
commission, and the Federal Energy Regulatory Commission, except as disclosed in Schedule 1
hereto, all of which the Borrower has obtained prior to the date hereof

Compliance With Laws. The Borrower and each Subsidiary is in compliance, in all
material respects, with all applicable requirements of law and all applicable rules and regulations of
each Governmental Authority

Disclosure. To the Borrower's knowledge, information and belief, neither this
Agreement nor any document, certificate or financial statement furnished to CFC by or on behalf of
the Borrower in connection herewith (all such documents, certificates and financial statements, taken
as a whole) contains any untrue statement of a material fact or omits to state any material fact
necessary in order to make the statements contained herein and therein not misleading

No Other Liens. As to property which is presently included in the description of
Mortgaged Property, the Borrower has not, without the prior written approval of CFC, executed or
authenticated any security agreement or mortgage, or filed or authorized any financing statement to
be filed with respect to assets owned by it, other than security agreements, mortgages and financing
statements in favor of CFC, except as disclosed in writing to CFC prior to the date hereof or relating
to Permitted Encumbrances

Environmental Matters. Except as to matters which individually or in the aggregate
would not have a material adverse effect upon the business or financial condition of the Borrower or
its Subsidiaries, (i) Borrower is in compliance with all Environmental Laws (including, but not limited
to, having any required permits and licenses), (ii) there have been no releases (other than releases
remediated in compliance with Environmental Laws) from any underground or aboveground storage
tanks (or piping associated therewith) that are or were present at the Mortgaged Property, (iii)
Borrower has not received written notice or claim of any violation of any Environmental Law, (iv)
there is no pending investigation of Borrower in regard to any Environmental Law, and (v) to the best
of Borrower's knowledge, there has not been any release or contamination (other than releases or
contamination remediated in compliance with Environmental Laws) resulting from the presence of
Hazardous Materials on property owned, leased or operated by the Borrower

Project Agreement. As set forth in the Project Agreement, the Project constitutes "a
qualified project" as defined in Section 54(d)(2)(A) of the Code. As set forth in the Project Agreement
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the Borrower constitutes currently, and will remain through the period that the CREBs remain
meaning a (i) mutual or cooperative electric company described

Sections 501 (c)(12) or 1381(a)(2)(C) of the Code, or (ii) a Governmental Body, which is defined as
any state, territory possession of the u.s., the District of Columbia, Indian tribal government, and any
political subdivision thereof. The statements, information and descriptions contained in the Project
Agreement are true, correct and complete, and do not contain any untrue statement or misleading
statement of a material feet, and do not omit to state a material fact required to be stated therein or
necessary to make the statements, information and descriptions contained therein, in the light of the
circumstances under which they were made, not misleading, and the estimates and the assumptions
contained in the Project Agreement are reasonable and based on the best information available to
the Borrower.

outstanding, "a Qualified Borrowed"',

ARTICLE Ill

LOAN

Section 3.01 Definitions.For purposes of this Article 3, the following capitalized terms shall
have the following meanings:

"Borrower's Annual Bond Repayment Amount" shall mean the amount determined by
dividing the CFC Commitment by the number of years from the Closing Date to the Maximum CREB
Term Anniversary Date, which amount shall be recalculated on the date CFC rescinds any excess
moneys pursuant ro Section 3.05 or 3.06 hereof.

"Quarterly Bond Deposit Amount" shall mean for each Payment Date, the amount
determined by subtracting from the QuarterlyBondRepayment Amount the principal amount payable
by the Borrowerpursuant toSection 3.03.A(ii)(b)(1) on such Payment Date.

"Quarterly Bond Repayment Amount" shallmean one-fourth (%) of the Borrower's Annual
Bond RepaymentAmount.

Section 3.02 Advances. The obligation of the Bon'ower to repay the Advances shall be
evidenced by the Note. The aggregate amount of all Advances made hereunder shall not exceed the
CFC Commitment. At the end of the Draw Period, CFC shall have no further obligation to make
Advances.

A. Initial Advance. Borrower hereby agrees that on the Closing Date, CFC shall
automatically,and without action by Borrower, make the Initial Advance. On the ClosingDate,CFC
shall notify Borrower of the final amount of the Initial Advance and the amount of the CFC
Commitment remaining forBorrower to subsequently Advance.

B. Subsequent Advances.

(I) The Borrower may submit a request for the Primary Advance to CFC in writing (which
may be submitted by facsimile) no later than 12:00 noon local time at CFC's offices in
Herndon, Virginia seven Business Days prior to the Closing Date. The Primary
Advance may be requested in any amount up to the CFC Commitment. CFC shall
make the Primary Advance two Business Days after the Closing Date in the lesser of
(i) the aggregate amount of such requested Primary Advance, and (ii) the amount of
the CFC Commitment less the amount of the Initial Advance.
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(ii) Except as set forth in 3.02.A and 3.02.B(i) hereof, the Borrower shall submit its
request for an Advance to CFC in writing (which may be submitted by facsimile) no
later than 12:00 noon local time at CFC's offices in Herndon, Virginia at least two (2)
Business Days prior to the last Business Day of any calendar month. Borrower may
make multiple requests for Advances during any calendar month in any amount so
long as the aggregate amount of all Advances requested in such month is in an
amount not less than $100,000.00, provided, however that at such time as there
remains less than $100,000.00 available for Advance hereunder, Borrower may
request the entirety of such remaining amount. CFC shall make a single Advance to
Borrower on the first Business Day of the calendar month following Borrower's
request(s) for an Advance. Such Advance shall be in the aggregate amount of all
Advances requested by Borrower in the prior month, provided however that at such
time as there remains less than $100,000.00 available for Advance hereunder and
Borrower requests the entirety of such remaining amount, CFC shall Advance the
entirety of such remaining amount

Section 3.03 Interest Rate and Payment. The Note shall be payable and bear interest as
follows

Payments; Maturity; Amortization

(i) The Note shall be due and payable on the Maturity Date

(ii) On each Payment Date, the Borrower shall promptly pay the following

(a) accrued interest on the principal amount of the Loan outstanding less the amount
of the Initial Advance: and

(b) the Quarterly Bond Repayment Amount, consisting of

(1) the principal amount due on any outstanding Advances, determined on the
basis of a quarterly amortization schedule from the date of each Advance

(2) the Quarterly Bond Deposit Amount

(iii) If not sooner paid, any amount due on account of the unpaid principal, interest
accrued thereon and fees, if any, shall be due and payable on the Maturity Date

(iv) Each Advance shall amortize on a level principal payment basis from the date thereof
through the Maturity Date

(v) CFC will furnish to the Borrower a Payment Notice at least ten (10) days before each
Payment Date, provided, however, that CFC's failure to send a Payment Notice shall not constitute a
waiver by CFC or be deemed to relieve the Borrower of its obligation to make payments as and when
due as provided for herein

(vi) No provision of this Agreement or of any Note shall require the payment, or permit the
collection, of interest in excess of the highest rate permitted by applicable law
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Borrower agrees that the records of, and all computations by, CFC (in whatever media they are
recorded or maintained) as to the amount of principal, interest, fees and Quarterly Bond Deposit
Amount due on the Loan shall be conclusive in the absence of manifest error

Application of Payments. Each payment shall be applied to the Loan, first to any
fees, costs, expenses or charges other than interest or principal, second to interest accrued, third to
the Quarterly Bond Deposit Amount and the balance to principal

Application of Bond Repayment Deposit. At such time as the aggregate amount
billed by CFC in any calendar year on account of amortized principal under this Agreement exceeds
the Borrowers Annual Bond Repayment Amount for such year, CFC shall apply a portion of the
Borrower's prior payments of the Quarterly Bond Deposit Amount in the amount of such overage to
principal then due. Until such time, Borrowers payments of the Quarterly Bond Deposit Amount shall
not reduce the amount of principal outstanding and subject to amortization. Any amount paid by the
Borrower under this Agreement on account of the Quarterly Bond Deposit Amount in excess of the
principal amount of the fully advanced Loan shall be refunded to the Borrower on the Maturity Date

Interest Rate Computation. Each Advance except the Initial Advance shall bear
interest at the CFC CREB Rate which shall apply until the Maturity Date. The Initial Advance shall
not bear interest. interest on Advances shall be computed on the basis of a 30-day month and 360
day year.

Section 3.04. Extraordinary Obligation to Prepay. Upon a Determination of Tax Credit
Ineligibility that subjects the CREBs to an extraordinary mandatory redemption due to a failure of the
Borrower to observe any agreement or representation in this Loan Agreement (as more particularly
described in paragraph (b) of the defined term "Determination of Tax Credit Ineligibility"), the
Borrower shall prepay the Loan, or such part thereof as determined by CFC, at such times and in
such amounts as determined by CFC within sixty (60) days of such determination together with a
prepayment premium prescribed by CFC pursuant to its policies of general application in effect from
time to time.

Section3.05. Rescission of Excess Moneys; Fee. If the Borrower has not drawn down
the full amount of the CFC Commitment at (i) the time of filing the Completion Certificate under
Section 5.01 P. hereof, (ii) the time of filing the Termination Certificate under 5.01Q. hereof, (iii) a
Determination of Tax Credit Ineligibility or (iv) the end of the Draw Period, a corresponding rescission
of the amount of principal available to be drawn on the Note as calculated by CFC shall automatically
be made without further action by the Borrower. CFC shall release the Borrower from its obligations
hereunder as to such rescinded portion, provided the Borrower complies with such terms and
conditions as CFC may impose for such release including, without limitation, payment of any
rescission fee that CFC may from time to time prescribe, pursuant to its policies of general
application.

Section3.06. Cancellation of Excess Moneys. If the Borrower has not drawn down the full
amount of the CFC Commitment at the time CFC determines that it will cease making Advances
hereunder pursuant to Section 7.01 hereof, a corresponding cancellation of the amount of principal
available to be drawn on the Note as calculated by CFC shall automatically be made without action
by the Borrower.

Section3.07. Default Rate. If Borrower defaults on its obligation to make a payment due
hereunder by the applicable Payment Date, and such default continues for thirty days thereafter, then
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beginning on the that*ty~first day  a f t e r  t he  P aym en t Date a n d  f o r  s o  l o n g  a s  s u c h default cont inues,
A d v a n c e s shall bear interest  at  the Defaul t  Rate.

Sect ion  3 .08 .  Patronage Capi ta l ;  I n terest  Rate  D iscounts .  No patronage capi ta l  shal l  be
earned, and no interest rate discounts shall apply, to the Loan.

Sect ion  3 .09 . D p t l o n a l  P r e p a y m e n t . E x c e p t  f o r  p r e p a y m e n t s  m a d e  p u r s u a n t  t o
S e c t i o n  3 . 0 4  h e re o f ,  n o  p re p a y m e n t  o f any  Advance ,  i n  who l e  o r i n  p a r t ,  m a y b e  m a d e b y  t h e
B or row er .

A R T I C L E  N

C O N D I T I O N S  O F L E N D I N G

S e c t i o n  4 . 0 1 T h e  o b l i g a t i o n  o f  C F C  t o  m a k e  a n y  A d v a n c e  h e r e u n d e r  i s  s u b j e c t  t o
sat isfact ion of  the fo l lowing condi t ions in form and substance sat isfactory to CFC:

A . L e g a l  M a t t e r s .  A l i  l e g a l  m a t t e r s  i n c i d e n t  t o  t h e  c o n s u m m a t i o n  o f  t h e  t r a n s a c t i o n s
hereby contemplated shal l  be sat i s factory to  counsel  for  CFC,

B . D o c u m e n t s . CFC sha l l  have  been  f u rn i shed  w i t h  ( i )  t he  execu t ed  Loan  Docum ent s ,
( i i ) certified cop i es  o f all such organizational documents  and proceed ings o f  t he  Borrower  author i z i ng
the t ransact ions hereby contemplated as CFC shall require, (i i i ) an opin ion of  counsel  for  the Borrow-
er  address ing such lega l  mat ters as CFC shal l reasonab l y require,  and (iV) all other such documents
as CFC may reasonably request.

c . G o v e rn m e n t  A p p ro v a l s . The Borrower sha l l  have fu rn i shed to  CFC t rue and correc t
c o p i e s  o f  a l l  c e r t i f i c a t e s ,  a u t h o r i z a t i o n s ,  c o n s e n t s ,  p e r m i t s  a n d  l i c e n s e s  f r o m  G o v e r n m e n t a l
A u t ho r i t i es  necessa ry  f o r  t he  execu t i on  o r  de l i ve ry  o f  t he  Loan  D ocum en t s  o r  pe r f o rm ance  by  t he
Borrower of  the obl igat ions thereunder.

D . R e p re s e n ta t i o n s and  W ar ran t i es .  T he  rep resen t a t i ons  and  w a r ran t i es  con t a i ned  i n
Art i c l e  l l  sha l l  be  t rue on the date  o f  t he making o f  each Advance hereunder w i th  t he same ef fec t  as
t hough  such  rep resen t a t i ons  and  war ran t i es  had  been  m ade on  such  da t e ,  no  Even t  o f  De f au l t  and
no event  which,  w i th the lapse of  t ime or the not ice and lapse of  t ime would become such an Event  of
D e f a u l t ,  s h a l l  h a v e  o c c u r re d  a n d  b e  c o n t i n u i n g  o r  w i l l  h a v e  o c c u r re d  a f t e r  g i v i n g  e f f e c t  t o  e a c h
Advance on t he  books o f  t he  Borrower ,  t here  sha l l  have occurred no mater i a l  adverse  change i n  t he
business or  condi t i on,  f i nancia l  or  o therw ise,  o f  the Borrower,  and noth ing shal l  have occurred which
i .n the opinion of  CFC materia l ly and adversely af fects the Borrower's abi l i t y  to perform i ts obl igat ions
hereunder .

E . M o r t g a g e  R e c o r d a t i o n . T h e  M o r t g a g e  ( a n d  a n y  a m e n d m e n t s ,  s u p p l e m e n t s  o r
res ta tements  as  CFC may requ i re  f rom t ime to  t ime)  sha l l  have been du l y  f i l ed ,  recorded or  i ndexed
in a l l  j ur i sd ic t ions necessary (and in  any other jur i sd ic t ion that  CFC shal l  have reasonably requested)
to  prov ide CFC a l i en,  sub ject  t o  Permi t t ed Encumbrances,  on a l l  o f  t he Borrower ' s  rea l  propert y ,  a l l
i n  accordance w i t h  app l i cab le  l aw ,  and  t he  Borrower  sha l l  have  pa id  a l l  app l i cab le  t axes ,  record ing
and f i l i ng fees and caused sat is factory evidence thereof  to be furn ished to CFC.

F. a c c  F i l i n g s . Uni f o rm  Commerc ia l  Code f i nanc ing  s t a tements  (and  any  con t i nua t i on
sta tements  and o ther  amendments  t here to  t hat  CFC sha l l  requ i re  f rom t ime to  t ime) sha l l  have been
du l y  f i l ed ,  recorded or  i ndexed i n  a l l  j u r i sd i c t i ons  necessary  (and i n  any  o ther  j u r i sd i c t i on  t ha t  CFC
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shall have reasonably requested) to provide CFC a perfected security interest, subject to Permitted
Encumbrances, in the Mortgaged Property which may be perfected by the f iling of a f inancing
statement, all in accordance with applicable law, and the Borrower shall have paid all applicable
taxes, recording and filing fees and caused satisfactory evidence thereof to be furnished to CFC.

G. Requisitions. The Borrower will requisition each Advance by submitting its written
requisition to CFC in the form attached as Exhibit A hereto. Requisitions for Advances shall be made
only for the purposes set forth in Schedule 1 hereto.

H. Other Information. The Borrower shall have furnished such other information as
CFC may reasonably require, including but not limited to (i) information regarding the specif ic
purpose for an Advance and the use thereof, (ii) feasibility studies, cash flow projections, financial
analyses and pro forma f inancial statements suff icient to demonstrate to CFC's reasonable
satisfaction that after giving effect to the Advance requested, the Borrower shall continue to achieve
the DSC ratio set forth in Section 5.01.A herein, to meet all of its debt service obligations, and
otherwise to perform and to comply with all other covenants and conditions set forth in this
Agreement, and (iii) any other information as CFC may reasonably request. CFC's obligation to
make any Advance hereunder is conditioned upon prior receipt and approval of the Borrower's
written requisition and other information and documentation, if any, as CFC may have requested
pursuant to this paragraph.

I. Issuance of Bonds. CFC shall have issued CREBs in an amount not less than the
CFC Commitment.

J. CREB Allocation.
Commitment from the U.S. Department of Treasury for the Borrower's Project under its Securities
program.

CFC shall have received an allocation in the amount of the CFC

K. Tax Credit ineligibility.
Ineligibility with regard to the Borrower or the Project.

There shall have occurred no Determination of Tax Credit

L. Bring Down Certificate.
Borrower shall furnish CFC with a certificate of an Authorized Officer of the Borrower in the form of
Exhibit B hereto, certifying that all of the representations and warranties set forth in Article ll hereof
are true on the Closing Date.

Two (2) Business Days prior to the Closing Date, the

ARTICLE v

COVENANTS

Section 5.01 Affirmative Covenants. The Borrower covenants and agrees with CFC that
until payment in full of the Note and performance of all obligations of the Borrower hereunder:

A. Financial Ratios, Design of Rates. The Borrower shall achieve an Average DSC
Ratio of not less than 1.35. The Borrower shall not decrease its rates for electric service if it has
failed to achieve a DSC Ratio of 1.35 for the calendar year prior to such reduction subject only to an
order from a Governmental Authority properly exercising jurisdiction over the Borrower.

B. Loan Proceeds. The Borrower shall use the proceeds of this Loan solely for the
purposes identified on Schedule 1 hereto.
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c. Notice. The Borrower shall promptly notify CFC in writing of:

(i) any material adverse change in the business, operations, prospects, assets, liabilities
or financial condition of the Borrower,

(ii) the institution or threat of any litigation or administrative proceeding of any nature
involving the Borrower which could materially affect the business, operations, prospects, assets,
liabilities or financial condition of the Borrower,

the occurrence of an Event of Default hereunder, or any event that, with the giving of
notice or lapse of time, or both, would constitute an Event of Default.

(iii)

D. Default Notices. Upon receipt of  any notices with respect to a default by the
Borrower under the terms of any evidence of any indebtedness with parties other than CFC or of any
loan agreement, mortgage or other agreement relating thereto, the Borrower shall deliver copies of
such notice to CFC.

E. Annual Certificates.

(i) W ithin one hundred twenty (120) days af ter the close of  each calendar year,
commencing with the year in which the initial Advance hereunder shall have been made, the
Borrower will deliver to CFC a written statement, in form and substance satisfactory to CFC, signed
by the Borrower's General Manager or Chief Executive Officer, stating that during such year, and that
to the best of said person's knowledge, the Borrower has fulfilled all of its obligations under this
Agreement, the Project Agreement, the Note, and the Mortgage throughout such year or, if there has
been a default in the fulfillment of any such obligations, specifying each such default known to said
person and the nature and status thereof.

(ii) The Borrower shall deliver to CFC within one hundred twenty (120) days of CFC's
written request, which shall be no more frequently than once every year, a certification, in form and
substance satisfactory to CFC, regarding the condition of the Mortgaged Property prepared by a
professional engineer satisfactory to CFC. The Borrower shall also deliver to CFC such other
information as CFC may reasonably request from time to time.

F. Loan Capital Term Certificate Purchase. The Borrower will purchase LCTCs, if
required, in an amount calculated pursuant to CFC's policies of general application and shall pay for
such LCTCs as required thereby. CFC's policies with respect to such LCTCs are set forth in
Schedule 1.

G. Financial Books; Financial Reports; Right of Inspection. The Borrower will at all
times keep, and safely preserve, proper books, records and accounts in which full and true entries
will be made of all of the dealings, business and affairs of the Borrower, in accordance with
Accounting Requirements. When requested by CFC, the Borrower will prepare and furnish CFC
from time to time, periodic financial and statistical reports on its condition and operations. All of such
reports shall be in such form and include such information as may be specified by CFC. within one
hundred twenty (120) days of the end of each calendar year during the term hereof, the Borrower
shall furnish to CFC a full and complete report of its f inancial condition and statement of its
operations as of the end of such calendar year, in form and substance satisfactory to CFC. In
addition, within one hundred twenty (120) days of the end of each the Borrower's fiscal years during
the term hereof, the Borrower shall furnish to CFC a full and complete consolidated and consolidating
report of its financial condition and statement of its operations as of the end of such fiscal year,
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audited and cenifiedby independent certified public accountants nationally recognized or otherwise
satisfactory to CFC and accompanied by a report of such audit in form and substance satisfactory to
CFC, including without limitation a consolidated and consolidating balance sheet and the related
consol idated and consol idat ing statements of  income and cash f low.  CFC, through i ts
representatives, shall at all .times during reasonable business hours and upon prior notice have
access to, and the right to inspect and make copies of, any or all books, records and accounts, and
any or all invoices, contracts, leases, payrolls, canceled checks, statements and other documents
and papers of every kind belonging to or in the possession of the Borrower or in anyway pertaining to
its property or business.

H. Notice of Additional Secured Debt. The Borrower will notify CFC promptly in writing
if it incurs any additional Secured indebtedness other than indebtedness to CFC or indebtedness
otherwise provided for in the Mortgage.

I. Funds Requisition. The Borrower agrees (i) that CFC may rely conclusively upon the
written instructions submitted to CFC in the Borrower's written request for an Advance hereunder,
(ii) that such instructions shall constitute a covenant under this Agreement to repay the Advance in
accordance with such instructions, the applicable Note, the Mortgage, the Project Agreement and

. .this Agreement, and (iii) to request Advances only for the purposes set forth in Schedule 1 hereto.

J. Compliance W ith Laws. The Borrower and each Subsidiary shall  remain in
compliance, in all material respects, with all applicable requirements of law and applicable rules and
regulations of each Governmental Authority.

K. Taxes. The Borrower shall pay, or cause to be paid al l  taxes, assessments or
governmental charges lawfully levied or imposed on or against it and its properties prior to the time
they become delinquent, except for any taxes, assessments or charges that are being contested in
good faith and with respect to which adequate reserves as determined in good faith by the Borrower
have been established and are being maintained.

L. Further Assurances. The Borrower shall execute any and all further documents,
financing statements, agreements and instruments, and take all such further actions (including the
filing and recording of financing statements. fixture filings, mortgages, deeds of trust and other
documents), which may be required under any applicable law, or which CFC may reasonably
request, to effectuate the transactions contemplated by the Loan Documents or to grant, preserve,
protect or perfect the Liens created or intended to be created thereby. The Borrower also agrees to
provide to CFC, from time to time upon request, evidence reasonably satisfactory to CFC as to the
perfection and priority of the Liens created or intended to be created by the Loan Documents.

M. Environmental Covenants. Borrower shall:

(i) at its own cost, comply in all material respects with all applicable Environmental Laws,
including, but not limited to, any required remediation, and

(ii) i f  i t  receives any wri tten communication al leging Borrower's v iolation of  any
Environmental Law, provide CFC with a copy thereof within ten (10) Business Days after receipt, and
promptly take appropriate action to remedy, cure, defend, or otherwise affirmatively respond to the
matter.

n. Limitations on Loans, Investments and Other Obligations. The aggregate amount
of all purchases, investments, loans, guarantees, commitments and other obligations described in
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Section 5.02.D(i) of this Agreement shall at all times be less than fifteen percent (15%) of Total Utility
Plant or fifty percent (50%) of Equity, whichever is greater.

O. Tax Status of the CREBs. The Borrower shall utilize the Project or cause it to be
utilized as provided in the Project Agreement until the CREB Maturity Date. No use will be made of
the proceeds of the CREBs other than as set forth herein and in the Project Agreement and no
changes will be made in the Project or in the operation or beneficial use thereof (including, without
limiting the generality of the foregoing, the use of the Project by the Borrower or any related person)
without an opinion of Bond Counsel that such a use or change will not adversely affect the eligibility
of the CREBs to qualify for a tax credit for the owner thereof, for federal income tax purposes. The
Borrower agrees and warrants that it will not take or authorize or permit any action to be taken and
has not taken or authorized or permitted any action to be taken and will not fail to take any action to
comply with the Project Agreement which adversely affects the eligibility of the CREBs to qualify for a
tax credit for the owner thereof, for federal income tax purposes. This agreement and warranty shall
sun/ive the termination of this Agreement.

p. Completion Certificate. The Borrower shall submit to CFC within 30 days after the
completion of the Project, a Completion Certificate signed by an Authorized Officer of the Borrower.

Q. Termination Certificate. If the Borrower determines that the Project will not be
completed as described in Section 5.01.P above, then the Borrower shall  submit to CFC a
Termination Certificate, within 30 days of a determination that:

. 0)
Protect, and

no further acquisition, construction or installation will occur with respect to the

(ii) the Borrower does not intend to make any further Advances.

R. Other Information. The Borrower shall furnish such other information as CFC may
reasonably require relating to the Project.

Section 5.02 Negative Covenants. The Borrower covenants and agrees with CFC that until
payment in full of the Note and performance of all obligations of the Borrower hereunder, the
Borrower will not, directly or indirectly, without CFC's prior written consent:

A. Limitations on Mergers. Consolidate with, merge, or sell all or substantially all of its
business or assets, or enter into an agreement for such consolidation, merger or sale, to another
entity or person unless such action is either approved, as is evidenced by the prior written consent of
CFC, or the purchaser, successor or resulting corporation is or becomes a member in good standing
of  CFC and assumes the due and punctual payment of  the Note and the due and punctual
performance of the covenants contained in the Mortgage and this Agreement.

B. Lim i tat i ons on Sale,  Lease or  Transf er  of  Capi ta l  Assets;  Appl i cat ion of
Proceeds. Sell, lease or transfer (or enter into an agreement to sell, lease or transfer) any capital
asset, except in accordance with this Section 5.02.B. If no Event of Default (and no event which with
notice or lapse of time and notice would become an Event of Default) shall have occurred and be
continuing, the Borrower may, without the prior written consent of CFC, sell, lease or transfer (or
enter into an agreement to sell, lease or transfer) any capital asset in exchange for fair market value
consideration paid to the Borrower if the value of such capital asset is less than five percent (5%) of
Total Utility Plant and the aggregate value of capital assets sold, leased or transferred in any 12-
month period is less than ten percent (10%) of Total utility Plant.
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c. Limitation on Dividends, Patronage Refunds and Other Distributions.

(i) Make Distributions in any calendar year if, after giving effect to the Distribution, the total
Equity of the Borrower will be less than twenty percent (20%) of its Total Assets.

(ii) If, after giving effect to the Distribution, the total Equity of the Borrower will be less than
twenty percent (20%) of its Total Assets, then the Borrower may nevertheless make Distributions of
up to thirty percent (30%) of its total margins for the preceding calendar year.

(iii) Notwithstanding anything to the contrary in subparagraphs (i) and (ii) above, the Borrower
shall not make any Distribution without the prior written consent of CFC if an Event of Default under
this Agreement has occurred and is continuing.

D. Limitations on Loans, Investments and Other Obligations.

(i) (a) Purchase, or make any commitment to purchase, any stock, bonds, notes, debentures,
or other securities or obligations of or beneficial interests in, (b) make, or enter into a commitment to
make, any other investment, monetary or otherwise, in,. (c) make, or enter into a commitment to
make, any loan to, or (d) guarantee. assume, or otherwise become liable for, or enter into a
commitment to guarantee, assume, or otherwise become liable for, any obligation of any Person if
after giving effect to such purchase, investment, loan, guarantee or commitment, the
amount thereof would exceed the greater of fifteen percent (15%) of Total Utility Plant or fifty percent
(50%) of Equity.

aggregate

(ii) The following shall not be included in the limitation of purchases, investments, loans and
guarantees in (i) above: (a) bonds, notes, debentures, stock, or other securities or obligations issued
by or guaranteed by the United States or any agency or instrumentality thereof, (b) bonds, notes,
debentures, stock, commercial paper, subordinated capital certif icates, or any other security or
obligation issued by CFC or by institutions whose senior unsecured debt obligations are rated by at
least two nationally recognized rating organizations in either of their two highest categories, (c)
investments incidental to loans made by CFC; (d) any deposit that is fully insured by the United
States; (e) foams and grants made by any Governmental Authority to the Borrower under any rural
economic development program, but only to the extent that such loans and giants are non-recourse
to the Borrower, and (f) unretired patronage capital allocated to the Borrower by CFC, a cooperative
from which the Borrower purchases electric power, or a statewide cooperative association of which
Borrower is a member.

(iii) In no event may the Borrower take any action pursuant to subsection (i) if an Event of
Default under this Agreement has occurred and is continuing,

E. Organizational Change. Change its type of organization or other legal structure,
except as permitted by Section 5.02.A. hereof, in which case the Borrower shall provide at least 30
days prior written notice to CFC together with all documentation reflecting such change as CFC may
reasonably require.

F. Notice of Change in Borrower Information. Change its (i) state of incorporation, (ii)
legal name, (iii) mailing address, or (iv) organizational identification number, if it has one, unless the
Borrower provides written notice to CFC at least thirty (30) days prior to the effective date of any
such change together with all documentation reflecting any such change as CFC may reasonably
require.
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EVENTS OF DEFAULT

Section 6.01 The following shall be "Events of Default" under this Agreement

Representations and Warranties. Any representation or warranty made by the
Borrower herein, or in any of the other Loan Documents, or in any certificate or financial statement
furnished to CFC hereunder or under any of the other Loan Documents shall prove to be false or
misleading in any material respect

Payment. The Borrower shal l  fai l  to pay (whether upon stated maturity, by
acceleration, or othenlvise) any principal, interest, premium (if any) or other amount payable under
the Note and the Loan Documents within five (5) Business Days after the due date thereof

Other Covenants

(i) No Grace Period. Failure of the Borrower to observe or perform any covenant
or agreement contained in the Project Agreement or in Sections 5.01 .A, 5.01 .B
5.01.D, 5.01.E, 5.01.G, 5.01.1, 5.01.N, 5.01.0 and 5.02 of this Agreement

(ii) Thirty Day Grace Period. Failure of the Borrower to observe or perform any
other covenant or agreement contained in this Agreement or any of the other Loan
Documents, which shall remain unremedied for thirty (30) calendar days after written
notice thereof shall have been given to the Borrower by CFC. i

D. Legal Existence, Permits and Licenses. The Borrower shall forfeit or otherwise be
deprived of (i) its authority to conduct business in the jurisdiction in which it is organized or in any
otherjurisdiction where such authority is required in order for the Borrower to conduct its business in
such jurisdiction or (ii) permits, easements, consents or licenses required to carry on any material
portion of its business.

E. Other CFC Obligations. The Borrower shal l  be in breach or defaul t  of  any
Obligation, which breach or default continues uncured beyond the expiration of any applicable grace
period.

F. Other Obligations. The Borrower shall (i) fail to make any payment of any principal,
premium or any other amount due or interest on any indebtedness with parties other than CFC which
shall remain unpaid beyond the expiration of any applicable grace period, or (ii) be in breach or
default with respect to any other term of any evidence of any other indebtedness with parties other
than CFC or of any loan agreement. mortgage or other agreement relating thereto which breach or
default continues uncured beyond the expiration of any applicable grace period, if the effect of such
failure, default or breach is to cause the holder or holders of that indebtedness to cause..that
indebtedness to become or be declared due prior to its stated maturity (upon the giving or receiving
of notice, lapse of time, both or otherwise).

G. Involuntary Bankruptcy. An involuntary case or other proceeding shall be
commenced against the Borrower seeking liquidation, reorganization or other relief with respect to it
or its debts under bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the
appointment of a trustee, receiver, liquidator, custodian or other similar official of it or any substantial
part of its property and such involuntary case or other proceeding shall continue without dismissal or

Q
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stay for a period of sixty (60) days, or an order for relief shall be entered against the Borrower under
the federal bankruptcy laws or applicable state law as now or hereafter in effect

Insolvency. The Borrower shall commence a voluntary case or other proceeding
seeking liquidation, reorganization or other relief with respect to itself  or its debts under any
bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the appointment of a
trustee, receiver, liquidator, custodian or other similar official of it or any substantial part of its
property, or shall consent to any such relief or to the appointment of or taking possession by any
such official in an involuntary case or proceeding commenced against it, or shall make a general
assignment for the benefit of creditors, or shall admit in writing its inability to, or be generally unable
to, pay its debts as they become due, or shall take any action to authorize any of the foregoing

I. Dissolution or Liquidation. Other than as provided in subsection H. above, the
dissolution or liquidation of the Borrower, or failure by the Borrower promptly to forestall or remove
any execution, garnishment or attachment of such consequence as will impair its ability to continue
its business or fulfill its obligations and such execution, garnishment or attachment shall not be
vacated within sixty (60) days. The term "dissolution or liquidation of the Borrower", as used in this
subsection, shall not be construed to include the cessation of the corporate existence of the Borrower
resulting either from a merger or consolidation of the Borrower into or with another corporation
following a transfer of all or substantially all its assets as an entirety, under the conditions set forth in
Section 5.02.A.

J. Material Adverse Change. Any material  adverse change in the business or
condition, financial or otherwise, of the Borrower.

K. Monetary Judgment. The Borrower shall suffer any money judgment not covered by
insurance, writ or warrant of attachment or similar process involv ing an amount in excess of
$100,000 and shall not discharge, vacate, bond or stay the same within a period of sixty (60) days.

L. Nonmonetary Judgment. One or more nonmonetary judgments or orders (including,
without limitation, injunctions, writs or warrants of attachment, garnishment, execution, distrait,
replevin or similar process) shall be rendered against the Borrower that, either individually or in the
aggregate, could reasonably be expected to have a material adverse effect upon the business,
operations, prospects, assets, liabilities or financial condition of the Borrower.

ARTICLE VII

REMEDIES

Section 7.01 If any of the Events of Default listed in Section 6 hereof shall occur after the
date of this Agreement and shall not have been remedied within the applicable grace periods
specified therein, then CFC may:

(i)

(ii)

Cease making Advances hereunder,

Declare all unpaid principal outstanding on the Note, all accrued and unpaid interest
thereon, and all other Obligations to be immediately due and payable and the same
shall thereupon become immediately due and payable without presentment, demand,
protest or notice of any kind, all of which are hereby expressly waived,

i
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Section 8.01 Notices. All notices, requests and other communications provided for herein
including, without limitation. any modifications of, or waivers, requests or consents under, this
Agreement shall be given or made in writing (including, without limitation, by telecopy) and delivered
to the intended recipient at the "Address for Notices" specified below, or, as to any party, at such
other address as shall be designated by such party in a notice to each other party. All such
communications shall be deemed to have been duly given (i) when personally delivered including,
without limitation, by overnight mail or courier service, (ii) in the case of notice by United States mail,
certified or registered, postage prepaid, return receipt requested, upon receipt thereof, or (iii) in the
case of notice by telecopy, upon transmission thereof, provided such transmission is promptly
confirmed by either of the methods set forth in clauses (i) or (ii) above in each case given or
addressed as provided for herein. The Address for Notices of each of the respective parties is as
follows:

Nothing herein shall limit the right of CFC to pursue all rights and remedies available to a creditor
following the occurrence ,
cumulative and concurrent, and recourse to one or more rights or remedies shall
waiver of any other right, power or remedy.

(v)

(W)

(iii)

Pursue all rights and remedies available to CFC that are contemplated by the
Mortgage and the other Loan Documents in the manner, upon the conditions, and with
the effect provided in the Mortgage and the other Loan Documents, including, but not
limited to, a suit for specific performance, injunctive relief or damages,

Pursue any other rights and remedies available to CFC at law or in equity.

Exercise rights of setoff or recoupment and apply any and all amounts held, or hereby
held, by CFC or owed to the Borrower or for the credit or account of the Borrower
against any and all of the Obligations of the Borrower now or hereafter existing
hereunder or under the Note, including, but not l imited to, patronage capital
allocations and retirements, money due to Borrower from equity certificates purchased
from CFC, and any membership or other fees that would otherwise be returned to
Borrower but excluding any LCTCs purchased by the Borrower pursuant to this
Agreement. The rights of CFC under this section are in addition to any other rights
and remedies (including other rights of setoff or recoupment) which CFC may have.
The Borrower waives all rights of setoff, deduction, recoupment or counterclaim,

of an Event of Default. Each right power and remedy of CFC shall be
not constitute a

The address set forth in
Schedule 1 hereto

The Borrower:

National Rural Utilities Cooperative Finance Corporation
2201 Cooperative Way
Herndon, Virginia 20171-3025
Attention: Senior Vice President - Member Services
Fax # 703-709-8776

MISCELLANEOUS

ARTICLE am

20
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Section 8.02 Expenses. Borrower shall reimburse CFC for any reasonable costs and
out-of-pocket expenses paid or incurred by CFC (including, without limitation, reasonable fees and
expenses of outside attorneys, paralegals and consultants) for all actions CFC takes, (a) to enforce
the payment of any Obligation, to effect collection of any Mortgaged Property, or in preparation for
such enforcement or collection, (b) to institute, maintain, preserve, enforce and foreclose on CFC's
security interest in or Lien on any of the Mortgaged Property, whether through judicial proceedings or
otherwise, (c) to restructure any of the Obligations, (d) to review, approve or grant any consents or
waivers hereunder, (e) to prepare, negotiate, execute, deliver, rev iew, amend or modify this
Agreement, (f ) to prepare, negotiate, execute, del iver, rev iew, amend or modify any other
agreements, documents and instruments deemed necessary or appropriate by CFC in connection
with any of  the foregoing, and (g) to obtain any opinions required to be furnished upon a
Determination of Tax Credit Ineligibility and an extraordinary prepayment as set forth in Section 3.04
hereof or a rescission of excess money as set forth in Section 3.05 or a cancellation of excess
moneys as set forth in Section 3.06.

The amount of all such expenses identif ied in this Section 8.02 shall be secured by the
Mortgage and shall be payable upon demand, and if not paid, shall accrue interest at the Default
Rate.

Section 8.03 Late Payments. If payment of any amount due hereunder is not received at
CFC's office in Herndon, Virginia, or such other location as CFC may designate to the Borrower
within five (5) Business Days after the due date thereof, the Borrower will pay to CFC, in addition to
all other amounts due under the terms of the Loan Documents, any late payment charge as may be
fixed by CFC from time to time pursuant to its policies of general application as in effect from time to
time.

Section 8.04. Non-Business Day Payments. If any payment to be made by the Borrower
hereunder shall become due on a day which is not a Business Day, such payment shall be made on
the next succeeding Business Day and such emersion of time shall be included in computing any
interest in respect of such payment.

Section 8.05 Filing Fees. To the extent permitted by law, the Borrower agrees to pay all
expenses of CFC (including the reasonable fees and expenses of its counsel) in connection with the
filing, registration, recordation or perfection of the Mortgage and any other security instruments as
may be required by CFC in connection with this Agreement, including, without l imitation, all
documentary stamps, recordation and transfer taxes and other costs and taxes incident to execution,
filing, registration or recordation of any document or instrument in connection herewith. The Borrower
agrees to save harmless and indemnify CFC from and against any liability resulting from the failure to
pay any required documentary stamps, recordation and transfer taxes, recording costs, or any other
expenses incurred by CFC in connection with this Agreement. The provisions of this subsection shall
survive the execution and delivery of this Agreement and the payment of all other amounts due under
the Loan Documents.

Section 8.06 Waiver, Modification. No failure on the part of CFC to exercise, and no delay
in exercising, any right or power hereunder or under the other Loan Documents shall operate as a
waiver thereof, nor shall any single or partial exercise by CFC of any right hereunder, or any
abandonment or discontinuance of steps to enforce such right or power, preclude any other or further
exercise thereof or the exercise of any other right or power. No modification or waiver of any
provision of this Agreement, the Note or the other Loan Documents and no consent to any departure
by the Borrower therefrom shall in any event be effective unless the same shall be in writing by the
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party granting such modification, waiver or consent, and then such modification, waiver or consent
shall be effective only in the specific instance and for the purpose for which given.

SECTION 8.07
JURY TRIAL.

GOVERNING LAW; SUBMISSION TO JURISDICTION; WAIVER OF

(A) THE PERFORMANCE AND CONSTRUCTION OF THIS AGREEMENT AND THE NOTE
SHALL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE
COMMONWEALTH OF VIRGINIA.

(B) THE BORROWER HEREBY SUBMITS TO THE NON-EXCLUSIVE JURISDICTION OF
THE UNITED STATES COURTS LOCATED IN VIRGINIA AND OF ANY STATE COURT SO
LOCATED FOR PURPOSES OF ALL LEGAL PROCEEDINGS ARISING OUT OF OR RELATING
TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY, THE BORROWER
IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY
OBJECTIONS THAT IT MAY NOW OR HEREAFTER HAVE TO THE ESTABLISHING OF THE
VENUE OF ANY SUCH PROCEEDINGS BROUGHT IN SUCH A COURT AND ANY CLAIM THAT
ANY SUCH PROCEEDING HAS BEEN BROUGHT IN AN INCONVENIENT FORUM.

(C) THE BORROWER AND CFC EACH HEREBY IRREVOCABLY WAIVES, TO THE
FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY AND ALL RIGHT TO TRIAL BY
JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT
OR THE TRANSACTIONS CONTEMPLATED HEREBY.

SECTION 8.08 INDEMNIFICATION. THE BORROWER HEREBY INDEMNIFIES AND
AGREES TO HOLD HARMLESS, AND DEFEND CFC AND ITS MEMBERS, DIRECTORS,
OFFICERS, EMPLOYEES, AGENTS, ATTORNEYS AND REPRESENTATIVES (EACH AN
"INDEMNITEE") FOR, FROM, AND AGAINST ALL CLAIMS, DAMAGES, LOSSES, LIABILITIES,
COSTS, AND EXPENSES (INCLUDING, WITHOUT LIMITATION, COSTS AND EXPENSES OF
LITIGATION AND REASONABLE ATTORNEYS' FEES) ARISING FROM ANY CLAIM OR DEMAND
IN RESPECT OF THIS AGREEMENT AND THE OTHER LOAN DOCUMENTS, THE MORTGAGED
PROPERTY. OR THE TRANSACTIONS DESCRIBED IN THIS AGREEMENT AND THE OTHER
LOAN DOCUMENTS AND ARISING AT ANY TIME, WHETHER BEFORE OR AFTER PAYMENT
AND PERFORMANCE OF ALL OBLIGATIONS UNDER THIS AGREEMENT AND THE OTHER
LOAN DOCUMENTS IN FULL, EXCEPTING ANY SUCH MATTERS ARISING SOLELY FROM THE
GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF CFC OR ANY INDEMNITEE INCLUDING
WITHOUT LIMITATION ANY DETERMINATION MADE OR OTHER ACTION TAKEN BY CFC
PURSUANT TO SECTIONS 3.04, 3.05 and 3.06 OF THIS AGREEMENT. NOTWITHSTANDING
ANYTHING TO THE CONTRARY CONTAINED IN SECTION 8.10 HEREOF, THE OBLIGATIONS
IMPOSED UPON THE BORROWER BY THIS SECTION SHALL SURVIVE THE REPAYMENT OF
THE NOTE, THE TERMINATION OF THIS AGREEMENT AND THE TERMINATION OR RELEASE
OF THE LIEN OF THE MORTGAGE.

. This Agreement, together with the schedules to this
Agreement, the Note and the other Loan Documents, and the other agreements and matters referred
to herein or by their terms referring hereto, is intended by the parties as a final expression of their
agreement and is intended as a complete statement of the terms and conditions of their agreement.
In the event of any conflict in the terms and provisions of this Agreement and any other Loan
Documents, the terms and provisions of this Agreement shall control.

Section 8.09 Complete Agreement
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Section 8.10 Survival; Successors and Assigns. All covenants, agreements,
representations and warranties of the Borrower which are contained in this Agreement shall survive
the execution and delivery to CFC of the Loan Documents and the making of the Loan hereunder
and shall continue in full force and effect until all of the obligations under the Loan Documents have
been paid in full. All covenants, agreements, representations and warranties of the Borrower which
are contained in this Agreement shall inure to the benefit of the successors and assigns of CFC. The
Borrower shall not have the right to assign its rights or obligations under this Agreement without the
prior written consent of CFC, except as provided in Section 5.02.A hereof.

Section 8.11 Use of Terms. The use of the singular herein shall also refer to the plural, and
vice versa.

Section 8.12 Headings. The headings and sub-headings contained in this Agreement are
intended to be used for convenience only and do not constitute part of this Agreement.

Section 8.13 Severability. If any term, provision or condition, or any part thereof, of this
Agreement, the Note or the other Loan Documents shall for any reason be found or held invalid or
unenforceable by any governmental agency or court of competent jurisdiction, such invalidity or
unenforceability shall not affect the remainder of such term, provision or condition nor any other term,
provision or condition, and this Agreement, the Note and the other Loan Documents shall survive and
be construed as if such invalid or unenforceable term, provision or condition had not been contained
therein.

Section 8.14 Binding Effect. This Agreement shall become effective when it shall have
been executed by both the Borrower and CFC and thereafter shall be binding upon and inure to the
benefit of the Borrower and CFC and their respective successors and assigns.

Section 8.15 Counterparts. This Agreement may be executed in one or more counterparts,
each of which will be deemed an original and all of which together will constitute one and the same
document. Signature pages may be detached from the counterparts and attached to a single copy of
this Agreement to physically form one document.

Section 8.16 Disclosure. This Agreement and any other Loan Document may be shared
by CFC with such Persons as shall be required in order to facilitate the issuance of the CREBs,
including, but not limited to, its attorneys, underwriters and investors in the CREBs.

Section 8.17 Schedule 1. Schedule 1 attached hereto is an integral part of this Agreement.

iv

1.

CFC LOANAG
AZ014-A-9045-CB001 (JABLONJ )
117586-2



24
a

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed
as of the day and year first above written.

(SEAL)

SULPHUR SPRINGS VALLEY
ELECTRIC COOPERATIVE, INC.

8 s - 4By:

v .

WL

Title: Pis[e/*JT

Attest: M
Sec: star y

CHEDEN w. HUBEL
CHIEF EXECUTIVE OFFICER

NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE CORPORATION

(SEAL)

By: M44/74/844444 4
Assistant Secretary-Treasurer

MARIANNE L nusou:

Attest:

44

C "
Asst ant Secretary-Treasurer

if"RAIG COLANTDNI
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SCHEDULE 1

1. The purpose of this loan is to finance (i) the reimbursement of the cost of the Project of the
Borrower, including any reasonable costs and expenses incurred by the Borrower in
connection with financing the Project, as described and permitted by the terms of the Project
Agreement and (ii) a portion of CFC's costs in issuing the CREBs as set forth in Section
3.02.A.

2. The Project of the Borrower being financed by the Loan (funded by proceeds of the CREBs)
constitutes the following clean renewable energy facilities:

Pomerene Elementarv School District Photovoltaic Solar Automobile Parking Shade Structure

This project will place a photovoltaic module that will produce 23 kW of electricity in the shade
structure at the Pomerene Elementary School. The PV structure will provide electricity to the
school with excess power flowing to the Borrowers system.

Subject to the terms of this Agreement, CFC has agreed to loan to the Borrower from
proceeds of the CREBs, an amount not to exceed $280,000.00 (the "CFC Commitment").

4. Draw Period shall mean the period beginning on the Closing Date and ending on the date that
is fee (5) years thereafter.

The Borrower shall not purchase the LCTCs or any portion thereof with funds from the Loan.
The Borrower shall use its own funds or funds borrowed under another credit facility to
purchase such LCTCs, subject to the CFC policies regarding LCTCs set forth in the following
paragraph.

CFC Policies Regarding LCTCs: (i) Any solvent Member of CFC with an outstanding LCTC
purchased in connection with a loan from the proceeds of Securities may borrow the
outstanding amount of the LCTC from CFC without a further credit review, for a term equal to
or shorter than the maturity of the LCTC at a rate equal to the comparable rate charged by
CFC for similarly classified loans, and (ii) any Member of CFC with an outstanding LCTC
purchased in connection with a loan from the proceeds of Securities may sell such LCTC to
another Member of CFC for consideration.

6. The Mortgage shall mean the Restated Mortgage and Security Agreement, dated as of
December 6, 2007, between the Borrower and CFC, as it may have been supplemented,
amended, consolidated, or restated from time to time.

The Note executedpursuant hereto is as follows:

8. The Subsidiaries of the Borrower referred to in Section 2.01 .B. are: None

g_ The date of the Borrower's balance sheet referred to in Section 2.01 .H is June 30, 2006.

10. The Borrower's exact legal name is: Sulphur Springs Valley Electric Cooperative, Inc.

CFC LOANAG
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12.

The Borrower's organizational type is: Corporation

The Borrower is organized under the laws of the state of: Arizona

13. The BOrrower's organizational identification number is: 0038220-2

14. The place of business or, if more than one, the chief executive office of the Borrower referred
to in Section 2.01 .I is 311 East Wilcox. Sierra Vista. Arizona 85635

15. The Governmental  Authori ty referred to in
Commission

Section 2.01.J. is: Arizona Corporation

16. The address for notices to the Borrower referred to in Section 8.01 is 311 East Wilcox
Sierra Vista, Arizona 85635, Attention: General Manager, Fax: (520) 384-5223

CFC LOANAG
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Exhibit A - Funds Requisition Statement

Borrower Name & ID: Sulphur Springs Valley Electric Cooperative, Inc. (AZ014)
Loan Number: AZ014-A-9045-CB001
Loan Agreement and Project Agreement with CFC dated:
CREBs Series: 2008A
CFC CREBs Application #z 15
Name of Project: Pomererie Elementary School District Photovoltaic Solar Automobile

Parking Shade Structure
Funds Requisition Statement No.:

Amount Requested:
Date Of Advance:

Disposition of Funds (wiring instructions):

Certification

Acting on behalf of the Borrower, I hereby certify that as of the date below: (1) I am duly
authorized to make this certification and to request funds on the terms specified herein,
(2) the Borrower has met all of the conditions contained in the Loan Agreement and the
Project Agreement listed above governing the terms of this Advance that the Borrower is
required to meet prior to an Advance of funds, (3) all of the representations and warranties
contained in said Loan Agreement and Project Agreement are true and will continue to be
true upon use of the funds as hereby requested, (4) no Event of Default, under the Loan
Agreement or the Borrower's Mortgage, has occurred and is continuing, (5) l know of no
other event that has occurred which, with the lapse of time and/or notification to CFC of such
event, or after giving effect to this Advance, would become an Event of Default under the
Loan Agreement or the Borrower's Mortgage, (6) the funds requested herein will be used
only as a reimbursement for the purposes specified in the Loan Agreement and the Project
Agreement, (7) the costs to be reimbursed by the funds requested herein are capital
expenditures and have not previously been reimbursed under a previous Funds Requisition
Statement, (8) the Borrower has secured sufficient funds to complete the Project, (9) any
necessary permits and approvals required for the Project at this point have been obtained,
(10) the Borrower is maintaining a file containing true and correct copies of invoices or bills
of sale covering all items for which payment is sought by this request, (11) such costs have
been incurred and paid by the Borrower in connection with the Project, (12) the Borrower is
not using the funds requested hereby to make any payments of principal or interest due
under the Loan Agreement, (13) no expenditure which is being reimbursed by the funds
requested hereby was paid more than eighteen months after the later of (i) the date the
expenditure is paid or (ii) the date the Project is placed in service, but in no event later than
three years after the date the original expenditure was paid, and (14) set forth below is a
table listing all of the major components of the Project, how much is being requested in this
Funds Requisition Statement as an advance for certain components, how much has been

l

S
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advanced on each component to date, the percentage of each component that is completed
to date, and the purpose of the advance(s) being requested by this Funds Requisition
Statement.

I hereby authorize CFC, for and on behalf of the Borrower, to forward this Funds Requisition
Statement to the Trustee for disbursement of the Advance from the Project Account relating
to the above Loan to the Borrower on the following terms, and hereby acknowledge and
agree that such terms shall be binding upon Borrower under the provisions of the Loan
Agreement governing this Advance:

Certified By:

Signature Date Title of Authorized Officer

PLEASE FAX TO 703-709-6776 ATTN : , Associate Vice President

APPROVED:

NATIONAL RURAL UTILITIES COOPERATIVE 'FINANCE CORPORATION

By:
Title:
Date:

CFC LOANAG
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EXHIBIT B

BRING-DOWN CERTIFICATE
OF

BORROWER

T h e  u n d e r s i g n e d , ,  d u l y  q u a l i f i e d  o f f i c e r s  o f  S U L P H U R  S P R I N G S
V A L L E Y  E L E C T R I C  C O O P E R A T I V E ,  I N C .  ( t h e 'Borrows/ " ' ) , an Ar i zona corpora t i on ,  hereby  cer t i f y
as fo l lows:

1 . T h e  f o l l o w i n g  d o cu m e n t s  h a ve  b e e n  d u l y  e xe cu t e d ,  a n d  d e l i ve re d  o r  a cce p t e d  i n  t h e
name and on behal f  o f  t he Borrower by the author i zed of f i cer  or  o f f i cers  o f  t he Borrower pursuant  to ,
and in fu l l  compl iance wi th,  author i t y  granted by the Board of  Trustees/Di rectors of  the Borrower:

DOCUMENT DATE OTHER PARTY OR PARTIES

Loan Agreement  ( t he
"Agreem ent " )

| 2 0 0 Nat ional  Rural  Ut i l i t ies Cooperat ive
F i nance  Corpora t i on ( "CFC" )

Pro jec t  Agreement  ( t he "Pro jec t
A g reem en t " )

I 2 0 0

Note ( t he "No t e" ) 1 2 0 0

2 . Each o f  t he  representa t i ons  and warran t i es  o f  t he  Borrower  i n  t he  Loan Agreement  and
the Pro ject  Agreement  are t rue and correct  on and as of  the date hereof  ( the "C losing Date"), and the
Borrower has compl i ed  w i t h  a l l  agreements  and sat i s f i ed  a l l  cond i t i ons on i t s  par t  t o  be observed or
sat isf ied thereunder at  or pr ior to the Closing Date.

IN WITNESS WHEREOF,  the unders igned have hereunto set  the i r  s ignatures th is
2008 .

day  o f
I

S U L P H U R  S P R I N G S  V A L L E Y  E L E C T R I C
C O O P E R A T I V E ,  I N C .

B y
Ti t le:

B y
Ti t le:
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EXHIBIT c

COMPLETION CERTIFICATE
OF

BORROWER

P u r s u a n t  t o  t h e  L o a n  A g r e e m e n t  d a t e d  a s  o f b y  a n d  b e t w e e n  S U L P H U R
S P R I N G S  V A L L E Y  E L E C T R I C  C O O P E R A T I V E ,  I N C .  ( t h e  "B o r ro w e r " )  a n d  N a t i o n a l  R u ra l  U t i l i t i e s
Coopera t i ve  F i nance  Corpora t i on  ( "CFC")  re l a t i ng  t o  CFC Loan  Num ber  AZ014-A~9045-CB001 ( t he
" L o a n  A g r e e m e n t " ) ,  t h e  u n d e r s i g n e d , ,  d u l y  q u a l i f i e d  o f f i c e r  o f  t h e
Borrower,  hereby cert i f ies as fo l lows:

( i ) O n  [ d a t e  o f  c o m p l e t i o n ]  a l l  p o r t i o n s  o f  t h e  P r o j e e t  ( a s  d e f i n e d  i n  t h e  L o a n
A g r e e m e n t )  h a v e  b e e n  f u l l y  c o m p l e t e d  s u b s t a n t i a l l y  i n  a c c o r d a n c e  w i t h  a n y  p l a n s  a n d
speci f i cat ions therefore,  as then amended,  and

(i i ) A m o u n t  a d v a n c e d  o n  t h e  L o a n  ( a s  d e f i n e d  i n  t h e  L o a n  A g r e e m e n t )  a n d  t h e
use  o f  t he  p roper t y  f i nanced ,  re f i nanced or reimbursed therefrom wi l l  not cause any of the
representations or certifications conta ined  i n the Project Agreement (as defined in t he  Loan
Agreement )  t o  be  un t rue or result in a violation of any covenant in  the Project Agreement.

In WITNESS WHEREOF,  the undersigned have hereunto set  h is/her s ignature th is
,  20 .

day o f

S U L P H U R  S P R I N G S  V A L L E Y  E L E C T R I C
C O O P E R A T I V E ,  I N C .

B y
Ti t le:
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EXHIBIT D

TERMINATION CERTIFICATE
OF

BORROWER

P u r s u a n t  t o  t h e  L o a n  A g r e e m e n t  d a t e d  a s  o f b y  a n d  b e t w e e n  S U L P H U R
S P R I N G S  V A L L E Y  E L E C T R I C  C O O P E R A T I V E ,  I N C .  ( t h e  "B o r ro w e r " )  a n d  N a t i o n a l  R u ra l  U t i l i t i e s
Coopera t i ve  F i nance  Corpo ra t i on  ( "CFC" )  re l a t i ng  t o  CFC Loan  Num ber  AZ014-A -9045-CB001  ( t he
" L o a n  A g r e e m e n t " ) ,  t h e  u n d e r s i g n e d , ,  d u l y  q u a l i f i e d  o f f i c e r  o f  t h e
Borrower,  hereby cert i f i es as fo l lows:

( i ) a l l  po r t i ons  o f  t he  P ro j ec t  (as  de f i ned  i n  t he  Loan  Agreem ent )  have  no t  been
fu l l y  completed substant ia l l y  in  accordance wi th any p lans and speci f i cat ions therefor,  as then
a m e n d e d ,

(i i ) no fur ther acquis i t i on,  const ruct ion or insta l la t ion w i l l  occur w i th  respect  to  the
Pro ject  (as def ined in  the Loan Agreement ) ,  and

(i i i ) t he  Bo r row er  does  no t  i n t end  t o  reques t  any  f u r t he r  Advances  (as  de f i ned  i n
the Loan Agreement )  on the Loan (as def i ned in  t he Loan Agreement ) .

In WITNESS WHEREOF,  the undersigned have hereunto set  h is/her s ignature th is
|  20 .

day o f

S U L P H U R  S P R I N G S  V A L L E Y  E L E C T R I C
C O O P E R A T I V E ,  ! n o .

B y
Ti t le:

CFC LGANAG
AZ014-A-9045-CB001 (JABLONJ)
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SECURED PROMISSCRY NOTE

$2,520,000.00 dated as of I9/9//9w7
SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC., an Arizona corporation

(the "Borrower"), for value received, hereby promises to pay, without setoff, deduction,
recoupment or counterclaim, to the order of NATIONAL RURAL UTILITIES COOPERATIVE
FINANCE CORPORATION (the "Payee"), at its office in Herndon, Virginia office or such other
location at its office in Hemdon, Virginia or such other location as the Payee may designate to
the Borrower, in lawful money of the United States, the principal sum of TWO MILLION FIVE
HUNDRED TWENTV THOUSAND AND 00/100 DOLLARS ($2,520,000.00), or such lesser sum
of the aggregate unpaid principal amount of all advances made by the Payee pursuant to that
certain Loan Agreement dated as of even date herewith between the Borrower and the Payee,
as it may be amended from time to time (herein called the "Loan Agreement"), and to pay
interest on all amounts remaining unpaid hereunder from the date of each advance in like
money, at said office, at the rate and in amounts and payable on the dates provided in the Loan
Agreement together with any other amount payable under the Loan Agreement. If not sooner
paid, any balance of the principal amount and interest accrued thereon shall be due and
payable on the Maturity Date.

This Note is secured under a Restated Mortgage and Security Agreement, dated of
December 6, 2007 between the Borrower and the Payee, as it may have been or shall be
supplemented, amended, consolidated or restated from time to time ("Mortgage"). This Note is
one of the Notes referred to in, and has been executed and delivered pursuant to, the Loan
Agreement.

The principal hereof and interest accrued thereon and any other amount due under the
Loan Agreement may be declared to be forthwith due and payable in the manner, upon the
conditions, and with the effect provided in the Mortgage or the Loan Agreement.

The Borrower waives demand, presentment for payment, notice of dishonor, protest,
notice of protest, and notice of non-payment of this Note.

IN WITNESS WHEREOF the Borrower has caused this Note to be signed in its corporate
name and its corporate seal to be hereunto affixed and to be attested by its duly authorized
officers, all as of the day and year first above written.

SULPHUR SPRINGS VALLEY
ELECTRIC COOPERATIVE, INC.

(SEAL)
By:

Title: F~a'&J'
Attest:

Socratary

Loan No. AZ014-A-9046-CB001

CFIEDEN w. HUBER
CHIEF EXECUTIVE OFFICER

CFC NOTE
A2014-A-9046-C B00t (JABLONJ )
116046-2
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PROJECT AGREEMENT

OF

SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC. (THE"BORROWER")

DATED: as of I9/2//9467
The undersigned is a duly quali f ied off icer of the Borrower named above and, as such

officer, is familiar with (i) the properties, affairs and records of the Borrower, (ii) the issuance of
the Securit ies (as hereinafter defined) and the use of the proceeds thereof as it relates to the
Borrower and (iii) the Project, as hereinafter defined.

In connection with the issuance of the Clean Renewable Energy Bonds (Cooperative
Renewable Energy Projects) Series 2008A (the "Securities "),being issued by the National Rural
Utilities Cooperative Finance Corporation (the "Issuer"), the undersigned hereby certifies and
covenants regarding the use of the proceeds of the Securities advanced to the Borrower, as
follows:

1. General.

1.1 This Project Agreement is made pursuant to Section 54 of the Internal Revenue
Code of 1986, as amended (the "Code"), and any United States Treasury
regulations and other guidance thereunder to make the certifications required by
Section 54 of the Code and any United Stares Treasury regulations and other
guidance thereunder and to establish the reasonable expectations of the Borrower
with respect to the amount and use of amounts to be advanced to the Borrower
pursuant to the Loan Agreement dated as of even date herewith between the
Issuer and the Borrower (the "Loan Agreement "). Capitalized terms used herein
are definedwhere they first appear or are defined in Exhibit A attached hereto.

1.2 This Project Agreement is based on facts and estimates in existence on the date
hereof and the continued veracity of these facts and estimates as of the date that
the Securities are issued (the "Closing") will be confirmed by the Borrower on
the date of Closing, and on the basis of such facts and estimates, the Borrower
expects that the events described herein will occur. To the best  of  the
undersigned's knowledge, information, and belief, the expectations contained in
this Project Agreement are reasonable.

1.3 The Borrower is a Qualified Borrower, as defined in Exhibit A, and is responsible
for the acquiring/constructing/equipping of the Project (defined below). The
undersigned has reviewed this Project Agreement, as well as the provisions of
Section 54 of the Code and any United States Treasury regulations and other
guidance thereunder, with its own legal counsel and understands and is familiar
with this Project Agreement and the provisions of Section 54 and any United
States Treasury regulations and other guidance thereunder. The Borrower will

CFC DOC
AZ014-A-9046-CB001 (JABLONJ )
117518- 1
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comply in all respects with the provisions of Section 54 and any United States
Treasury regulations and other guidance thereunder.

1.4 The Borrower agrees to keep and retain or cause to be kept and retained sufficient
records to demonstrate compliance with the covenants in this Project Agreement.
Such records shall include, but are not limited to, basic records relating to the
issuance of the Securities (including this Project Agreement and the inducement
resolution as described in Section 3.3 hereof); documentation evidencing the
expenditure of  amounts advanced to the Borrower pursuant to the Loan
Agreement, documentation evidencing the use of property financed with amounts
advanced to the Borrower pursuant to the Loan Agreement; and documentation
evidencing all sources of payment or security maintained by the Borrower for
amounts advanced to the Borrower pursuant to the Loan Agreement. Such
records shall be kept until the date three (3) years alter the CRBB Maturity Date.

1.5 Neither the Borrower nor any Related Person (as defined in Exhibit A) to the
Borrower will purchase any Securities.

2. QualifiedProject.

2.1 The Loan Agreement requires the amounts advanced thereunder to be used for
facilities to be owned by the Borrower, described in more detail 'In Section 2.2
hereof and in ExhibitB attached hereto as the "Updated Description of the
Project" (the "Project "). The Project was originally described in an exhibit to the
Application for National Clean Renewable Energy Bond Limitation submitted to
the Internal Revenue Service by the Issuer in support of the national clean
renewable energy bond allocation received by the Issuer, which "Original
Description of the Project" is attached hereto as Exhibit C.

2.2 The Project is a Solar Energy Facility (the "Qua lyi/ing Facility"), as defined i11
Exhibit A and property functionally related and subordinate thereto, as further
described in Exhibit B, attached hereto .

3. Clean RenewableEnergv Bonds Qualification.

3.1 At least 95 percent of the proceeds advanced to the Borrower pursuant to the Loan
Agreement will be used by the Borrower for capital expenditures with respect to
the Project. None of the proceeds of the Loan (as defined in the Loan Agreement)
will be paid to the Issuer, the Borrower or any Related Person to the Issuer or the
Borrower, except for amounts paid to the Borrower to reimburse the Borrower for
actual and direct expenditures relating to the Project paid by the Borrower to
persons other than the Issuer, the Borrower or any Related Person to the Issuer or
the Borrower.

3.2 The Borrower has incurred or will, within six months of the Closing Date, incur a
substantial binding obligation (not subject to contingencies within the control of
the Issuer, the Borrower or any Related Person to either of them) to a third party

CFC DOC
AZ014-A-9046-C8001 (JABLONJ)
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to expend at least ten percent of the Loan Amount (i.e. the total amount to be
advanced to the Borrower pursuant to the Loan Agreement). It is expected that
the work of acquiring/constructing/equipping the Project and the expenditure of
the Loan Amount will proceed with due diligence through April 21, 2008, at
which time it is anticipated that the Loan Amount will have been spent in its
entirety. The Borrower acknowledges that, to the extent that less than 95 percent
of the Loan Amount is expended by a date five years from the date of issuance of
the Securities, the Borrower will be required to prepay its Loan in an amount, and
the Issuer will redeem Securities at the end of such five-year period in an amount
necessary to maintain the tax credit with respect to the Securities, unless
otherwise permitted by Section 6.5 hereof

It is expected that all amounts advanced to the Borrower under the Loan
Agreement will be spent to pay costs of the Project in accordance with the
estimated periodic drawdown schedule contained in Exhibit D, attached hereto
The assumptions set forth in this Section 3.2 and on Exhibit D, attached hereto
represent the Borrower's best estimate, as of this date, of the periodic drawdown
schedule of the Loan Amount

3.3 The Borrower may use amounts advanced to the Borrower under the Loan
Agreement to reimburse itself for expenditures paid prior to the date of issuance
of the Securities. The Borrower shall reimburse itself for expenditures paid prior
to the date of issuance of the Securities only if such expenditure was paid alter the
Borrower adopted an inducement resolution, and the expenditure is described in
such inducement resolution

The Borrower shall use proceeds of the Loan to reimburse itself for
expenditures paid prior to the date the Securities were issued only if such
reimbursement is made within eighteen months after the later of (i) the date
the expenditure is paid or (ii) the date the Project is placed in service, but in
no event later than three years after the date the original expenditure was
paid

Except for any reimbursement allowed under this Section 3.3, no portion of the
proceeds advanced to the Borrower will be used to pay for expenditures relating
to acquiring existing facilities (as contrasted with costs of enhancements, repair or
rehabilitation of existing facilities)

3.4 Neither the Project nor any portion thereof has been, is expected to be, or will be
sold or otherwise disposed 08 in whole or in part, prior to the last maturity date of
the Securities

3.5 The Borrower has entered into the Loan Agreement of even date hereof under
which it is committed to borrow $2,520,000 from the Issuer of the Securities and
the Borrower reasonably expects to borrow and expend the full amount of such
commitment

CFC DOC
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3.6 At least 75% of the Loan Amount is expected to be used for Construction
Purposes.

3.7 The Borrower will not use proceeds of the Loan (i) to pre-pay for goods or
services to be received over a period of years prior to the date such goods or
services are to be received, or (ii) to pay for or otherwise acquire goods or
services8'om anAffiliated Person, as defined inExhibit A.

3.8 The Borrower shall at all times be a Qualified Borrower.

4. RemedialAction.

4.1 The Borrower agrees to operate the Project as a Qualifying Facility.

The Borrower aclmowledges that if property Financed with proceeds of the
Securities advanced to the Borrower is operated in a manner other than as a
Qualifying Facility such operation may constitute a "deliberate action" that may
require remedial actions to prevent the tax credit being produced by the Securities
from being disallowed.

The Borrower shall promptly contact the Issuer as provided in Section 6.3 hereof
if it considers operating property financed with proceeds of the Loan other than as
a Qualifying Facility.

4.2 The Borrower acknowledges that if property financed with proceeds of the Loan
is sold or otherwise disposed of in a manner contrary to the provisions of
Section 3.4 hereof; such sale or disposition may constitute a "deliberate action"
that may require remedial actions to prevent the tax creditbeingproduced by the
Securities from being disallowed. If the Borrower considers the sale or other
disposition of property financed with proceeds of the Loan, it shall promptly
contact the Issuer, in the manner set forth in Section 6.3 hereof

5. Funds and Accounts, Investments.

I 5.1 After the issuance of the Securities, neither the Borrower nor any Related Person
to the Borrower has or will have any property, including cash, securities or any
other property held as a passive vehicle for the production of income or for
investment purposes, that constitutes:

(i) amounts that have a sufficiently direct nexus to the Securities or to
the governmental purpose of the Securities to conclude that the amounts would
have been used for that governmental purpose if the Securities were not used or to
be used for that governmental purpose (the mere availability or preliminary
earmarking of such amounts for a governmental purpose, however, does not itself
establish such a sufficient nexus);

CFC DOC
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(ii) amounts in a debt service fund, redemption iii nd, reserve fund
replacement fund or any similar fund to the extent reasonably expected to be used
directly or indirectly to pay principal of or interest on the Securities or any
amounts for which there is provided, directly or indirectly, a reasonable assurance
that the amount will be available to pay principal of or interest on the Securities or
any credit enhancement or liquidity device with respect to the Securities, even if
the Issuer, the Borrower or any Related Person to either of them encounter
financial difficulties: or

(i i i ) any amounts held pursuant to any agreement (such as an agreement
to maintain certain levels of types of assets) made for the benefit of the holders of
the Securities or any credit enhancement provider, including any liquidity device
or negative pledge (e.g., any amount pledged to pay principal of or interest on an
issue held under an agreement to maintain the amount at a particular level for the
direct or indirect benefit of holders of the Securities or a guarantor of the
Securities)

No compensating balance, liquidity account, negative pledge of property held for
investment purposes required to be maintained at least at a particular level or
similar arrangement exists with respect to, in any way, the Securities or any credit
enhancement or liquidity device related to the Securities

5.2 During the acquiring/constructing/equipping of the Project, the Borrower will
only draw down amounts from the Issuer for capital expendimres already paid by
the Borrower

5.3 Neither the Borrower nor any Related Person to the Borrower will enter into any
hedge (e.g., an interest rate swap, interest rate cap, fixtures contact, forward
contract or an option) with respect to the Loan or the Securities

5.4 All property subject to the Mortgage is and will be used by the Borrower in the
conduct of its trade or business. The Borrower reasonably expects to repay the
Loan from current operating revenues. The Mortgage does not require that cash
securities, obligations, annuity contracts or other property held principally as a
passive vehicle for the production of income be maintained, individually or
collectively, at any particular level

Miscellaneous

6.1 This Project Agreement shall be governed by and construed in accordance with
the laws of the Commonwealth of Virginia

6.2 Prior to the date 15 days before the Securities were sold, neither the Borrower nor
any Related Person to the Borrower has sold or delivered any obligations that are
reasonably expected to be paid out of substantially the same source of funds as the
Securities. Neither the Borrower nor any Related Person to the Borrower will sell

CFC DOC
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or deliver within 15 days after the date hereof any obligations that are reasonably
expected to be paid out of substantially the same source of funds as the Securities.

6.3

or registered, postage prepaid, return receipt requested, upon receipt

l

All notices provided for herein shall be given or made in writing (including,
without limitation, by telecopy) and delivered to the Issuer at the "Address for
Notices" specified below. All such communications shall be deemed to have
been duly given (i) when personally delivered including, without limitation, by
overnight mail or courier service, (ii) in the case of notice by United States mail,
certified
thereof; or (iii) in the case ofhotice by telecopy, upon transmission thereof;
provided such transmission is promptly confirmed by either of the methods set
forth in clauses (i) or (ii) above in each case given or addressed as provided for
herein. The Address for Notices of the Issuer is as follows:

National Rural Utilities Cooperative Finance Corporation
2201 Cooperative Way
Herndon, Virginia 20171 -3025
Attention: Senior Vice President - Member Services
Fax #703-709-6776

6.4 The Borrower represents that it has not been contacted by the Internal Revenue
Serv ice or any issuer of bonds, the proceeds of which were loaned to the
Borrower regarding any examination of any tax exempt bonds issued for the
benefit of the Borrower. To the best of the lmowledge of the Borrower, no such
obligations of the Borrower are currently under examination by the Internal
Revenue Service.

6.5 Any restriction or covenant contained herein need not be observed or may be
changed if such nonobservance or change will not result in the loss of any tax
credit under Section 54 of the Code for the purpose of federal income taxation to
which the Securities is otherwise entitled and the Borrower receives an opinion of
Bond Counsel to such effect and the Issuer agrees to such nonobservance or
change.

6.6 If any clause, provision or section of this Project Agreement is riled invalid by
any court of competent jurisdiction, the invalidity of such clause, provision or
section shall not affect any of the remaining clauses, sections or provisions hereoti

6.7 The terms, provisions, covenants and conditions of this Project Agreement shall
bind and inure to the benefit of the respective successors and assigns of the Issuer
and the Borrower.

6.8
I

i

This Project Agreement shall terminate on the date three (3) years after the CREB
Maturity Date.

CFC DOC
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The undersigned acknowledge that this Project Agreement is given as a basis for an
opinion of the law rum of Chapman and Cutler LLP, Chicago, Illinois, and such firm is hereby
authorized to rely on this Project Agreement.

DATED as of the day and year first above written.

SULPHUR spRn~1Gs VALLEY ELECTRIC
COOPERATIVE, INC.

By url _ n
Pr~¢5[ A¢,~`\'Title
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EXHIBIT A

DEFINITIONS

"Affiliated Person " means any Person that (a) at any time during the six months prior to
the Closing Date, (i) has more than five percent of the voting power of the governing body of the
Issuer or the Borrower in the aggregate vested in its directors, officers, owners, and employees or
(ii) has more than five percent of the voting power of its governing body in the aggregate vested
in directors, officers, board members, owners, members or employees of the Issuer or the
Borrower or (b) during the one-year period beginning six months prior to the Closing Date, (i)
the composition of the governing body of which is modified or established to reflect (directly or
indirectly) representation of the interests of the Issuer or the Borrower (or for which an
agreement, understanding, or arrangement relating to such a modification or establishment
during that one-year period) or (ii) the composition of the governing body of the Issuer or the
Borrower is modified or established to reflect (directly or indirectly) representation of the
interests of such Person (or for which an agreement, understanding, or arrangement relating to
such a modification or establishment during that one-year period).

"Bond Counsel" means Chapman and Cutler LLP or any other nationally recognized
firm of attorneys experienced in the field of municipal obligations whose opinions are generally
accepted by purchasers of municipal obligations.

"Closing Date " means the date the Issuer issues doe Securities.

"Code " means the Internal Revenue Code of 1986, as amended.

"Constructed Personal Properly" means tangible personal property (or, if acquired
pursuant to a single acquisition contract, properties) or Specially Developed Computer Software
if(i) a substantial portion of the property or properties is completed more than six (5) months
otter the earlier of the date construction or rehabilitation commenced and the date the Borrower
entered into an acquisition contract, (ii) based on the reasonable expectations of the Borrower, if
any, or representations of the person constructing the property, with the exercise of due
diligence, completion of construction or rehabilitation (and delivery to the issuer) could not have
occurred within that six-month period; and (iii) if the Borrower itself builds or rehabilitates the
property, not more than 75 percent of the capitalizable cost is attributable to property acquired by
the Borrower (e.g., components, raw materials, and other supplies).

"Construction Purposes " means capital expenditures that are allocable to the cost ofReal
Property or Constructed Personal Property. Except as provided in the next succeeding sentence,
construction expenditures do not include expenditures for acquisitions of interests in land or
other existing real property. Expenditures are not for the acquisition of an interest in existing
real properly other than land if the contract between the seller and the Borrower requires the
seller to build or install the property (e.g., a turnkey contract), but only to the extent that the
property has not been built or installed at the time the parties enter into the contract.

CFC DOC
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"Control" means the possession, directly or indirectly through others, of either of the
following discretionary and non-ministerial rights or Powers over another entity (i) to approve
and to remove without cause a controlling portion of the governing body of a Controlled Entity,
or (ii) to require the use of iimds or assets of a Controlled Entity for any purpose.

"Controlled Entity" means any entity or one of a group of entities that is subject to
Control by a Controlling Entity or group of Controlling Entities.

"Controlled Group " means a group of entities directly or indirectly subject to Control by
the same entity or group of entities, including the entity that has the Control of the other entities.

"Controlling Entity" means any entity or one of a group of entities directly or indirectly
having Control of any entities or group of entities.

"CREB Maturity Date " shall have the meaning ascribed to it in the Loan Agreement.

"Governmental Body" means any State, territory, possession of the United States, the
District of Columbia, Indian tribal government, and any political subdivision thereof

"Mortgage " means the mortgage and security agreement applicable to substantially all of
the property of the Borrower.

"Qualified Borrower" means (i) a mutual or cooperative electric company described i n
Sections 501(c)(l2) or 138l(a)(2)(C) of the Code, or (ii) a Governmental Body (as defined
above).

"Real Property" means land and improvements to land, such as buildings or other
inherently permanent structures, including interests in real property. For example, real property
includes wiring in a building, plumbing systems, central heating or air-conditioning systems,
pipes or ducts, elevators, escalators installed in a building, paved parking areas, roads, wharves
and docks, bridges, and sewage lines.

"Related Person " means any member of the same Controlled Group as the Issuer or the
Borrower and any person related to the Issuer or a Borrower wi thin the meaning of
Section 144(a)(3) of the Code.

"Solar Energy Facility " means a facility using solar energy to produce electricity.

"Specially Developed Computer Software" means any programs or routines used to
cause a computer to perform a desired task or set of tasks, and the documentation required to
describe and maintain those programs, provided that the software is specially developed and is
functionally related and subordinate to real property or other constructed personal property.

"Tangible Personal Property" means any tangible property other than real property,
including interests in tangible personal property. For example, tangible personal property
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includes machinery that is not a structural component of a building, subway cars, fire trucks,
automobiles, office equipment, testing equipment, and furnishings.
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ExmB1T B

UPDATED DESCRIPTION OF THE PROJECT

No. 16 Sulfur Springs Valley ElectricCFC App l i ca t i on
Cooperat ive,  Inc.
Bond Proceeds Needed for Project :
Bond Al locat ion Requested and Received:

$2,520,000
$2,520,000

Name of  Project

Project Street Addresses

Sierra Vista School District Photovoltaic Solar
Automobile Parking Shade Structure -

Buena H igh School Be l l a  V is ta  E lementary  School Huachuca Mounta in  E lementary
Schoo l
3228 St .  Andrews
S i e r ra  V i s t a ,  Az  85650
Phone (520) 515-2960
F a x (520) 515-2966

5225 E.  Buena School  Blvd.
Sierra Vista,  AZ 85635
Phone (520)515-2800
Fax (520) 515-2877

801 N.  Lenzner Ave.
Sierra V is ta,  AZ 83635
Phone (520) 5 1 5 -2 9 4 0
Fax (520) 5 15 -2 9 4 8

Sierra Vista M i dd l e  S choo l Carmichael  E lementary  School Town & Country Elementary
School
1313 S. Lenzner Ave.
Sierra Vista,  AZ 85635
Phone (520) 515-2980
Fa x (520) 515-2985

1045  S .  Le rne r  A ve .
Sierra Vista,  AZ 85635
Phone (520) 515~2930
F a x (520) 515-2941

701 NE Carm ichae l  Ave .
S ierra V is ta,  AZ 85635
Phone (520) 5 I  5-2950
Fax (520)  515-2951

Apache Middle School Pueblo del  Sol  E lementary
Schoo l
5130 Paseo Las Palmas
Sierra V is ta ,  AZ 85635
Phone (520) 515-2970
F a x (520)  515-2973

Vi l l age Meadows E lementary
Schoo l
905 El  Camino Real
Sierra Vista, A Z  85635
Phone (520)  515-2990
Fa x (520) 515-5994

3305 E. Fry Boulevard
Sierra Vista, A Z  85635
Phone (520) 515-2920
Fax ( 5 2 0 ) 5 15-2900

County where Projects are located Cochise County

Indiv idual  Name to Contact
Company Name
Street Address
ci ty,  State,  Z ip
Telephone Number
Fax

Jack Blai r
Su l f u r  Spr i ngs  Va l l ey  E l ec t r i c  Coopera t i ve ,  I nc .

311  E .  W i l cox  D r i ve
S i e r ra  V i s t a ,  AZ  85635
(520) 515-3470
(520)458~3467
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Updated Detailed Description of the Project:

A cantilevered shade structure at a school on the top of which will be constructed a 23kW solar
photovoltaic system to supply power to the school. Excess power will flow on to the SSVEC
system.
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EXHIBIT C

ORIGINAL DESCRIPTION OF THE PROJECT

[ A 1 ~ r A c H  C o r y  o F  E x m m r  A To ISSUER APPLICATION To TH E I R S ]
CLEAN RENEWABLE ENERGY BONDS APPLICATION

EXHIBIT  A

SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC.

SIERRA V1STA School.  Dlsrnxcr PHo'rovoLTAIc SOLAR SHADE STRUCHJRE

This pro ject  w i l l  p lace photovol ta i c  modules cost ing $280,000 each,  that  w i l l  produce 23 kW of
e l ec t r i c i t y  i n  t he  shade  s t ruc t u res  i n  t he  n i ne  S i e r ra  V i s t a  S choo l  D i s t r i c t  s choo l s .  T he  P V
st ructure wi l l  provide elect r ic i ty to the respect ive school  at  no charge.  There wi l l  a lso be a cable
connec t i on  t o  a  com pu t e r  i n  t he  l i b ra ry  o f  each  schoo l  t o  show  s t uden t s  how  t he  sys t em  i s
w ork i ng .

This project  is the ident ical  project  that Navopache Electn'c Cooperative in Arizona bu i l t  i n  2001
that continues to function with no issues/problems .

S S V E C wi l l  operate and maintain t he s t ructure.  Any excess power produced wi l l  f low back to
the SSVEC grid.

The PV s t ruc tures  a t  t he  schoo l s  w i l l  s i gn i f i can t l y  reduce t he i r  e l ec t r i c  b i l l s ,  wh i ch have been
disproport ionately large due to the per meter monthly surcharges mandated by the Envi ronmental
Port fo l i o  Program (EPP),  and approved by the Ar i zona Corporat ion Commiss ion.  A l l  customers
pay the EPP f ees  t o  SSVEC,  wh i ch  uses  t hem t o  f und  renewab le  energy  p ro j ec t s .  S i nce  each
schoo l  has  many met ers ,  t hey  pay  t he  EPP a  d i sp ropor t i ona t e l y  l a rge  amount  o f  do l l a rs .  The
benef i t  of  reduced elect r ic bi l ls wi l l  onset  thei r payments into the fund.

The RFP issued by Sulphur Springs Val ley Elect r ic Cooperat ive fo l lows.
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SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC.

A TOUCHSTONE ENTER(:Y® COOPERATIVE

FOR THE ELECTRIC COOPERATWES IN THE STATE OF ARIZONA

REQUEST
A

PROPOSAL

For

A PHOTOVOLTAIC SYSTEM
USED For

SHADE STRUCTURES
F o r

PUBLIC BUILDINGS

Issumn: Auausr 1,  2005

.  N a r ra t i ve :  T he  E l ec t r i c  C oope ra t i ves  i n  A r i zona  (D uncan  V a l l ey  E C ,  G raham  C oun t y
E C ,  M o h a v e  E C ,  N a v o p a c h e  E C ,  S u l f u r  S p r i n g s  V a l l e y  E C ,  T r i c o  E C  a n d  A r i z o n a  E l e c t r i c

Power Cooperat ive,  Inc. ) request  a proposal  for a modular designed system to supply a 10 kW to
30 kW Photovol taic (PV) system. System size is relat ive to the space avai lable for the PV panels
on each si te.  System may consist  of  mul t iple f reestanding modules interconnected to meet the 1 0
to 30 kW size requi rement .  Modules to be used as f reestanding carports or f reestanding covers
for walkways to provide shade.  These systems are to be used at  publ ic bui ldings to increase the
awareness of  PV systems and operat ions and systems wi l l  be sized based on the avai lable space.
Base pricing for 10,  15,  20,  25,  and 30 kW systems are requested (systems m a y be rounded to the
neares t  kw  i nc rem ent ) .  The  i n t e rconnec t i on  cos t  f rom  t he  PV  sys t em  t o  neares t  d i s t r i bu t i on
panel  wi l l  be on a case by case basis due to the variat ion in si tes.  This RFP is not  al l - inclusive,
and cont ractor  may inc lude o ther  spec i f i ca t i ons or  requ i rements  they fee l  are  necessary  for  a
successful venture .

Th is  RFP i s  re leased on August  1 ,  2005 and response must  be in  a  wr i t t en proposal  by
October 1,  2005.  For quest ions or clari f icat ion of  detai ls please contact  Albert  Gomez (520<515-
3473) or David Bane (520-515-3472).

SCOPE OF WORK - THE CONTRACTOR WILL BE RESPONSIBLE FOR THE FOLLOWInGs

Structural  design of  the support ing PV st ructures (carport  and walkway)
One l ine ci rcui t  diagrams for approval  by local  Cooperat ive's engineering department
Complete wi r ing diagrams (to be included in owner manual )
Isolat ion t ransformers as needed to meet the NEC

CFC DOC
AZD14-A-»9046-CB001 (JABLONJ )
11751 B-1

|



I

•

•

•

•

•

•

•

Purchase and installation of all components
Systems test period of 4-6 weeks prior to transfer of title of equipment to site owner
Any required Permits (Cooperative will reimburse actual cost of permits)
Meter socket on the A/C output of the inverter(s)
Interconnection with Customers electric service
Fencing around inverters and other equipment as required for security and public safety
Project to meet or exceed SunWatts standards
Basic training for site owner/ site operator
Operators Manual

THE COOPERATIVE WILL PROVIDE THE FOLLOWING!

Meter to measure AC output from PV system to owners electric panel
Written permission from site owner to build the PV Module
Act as the point of contact with the installation Contractor on behalf of the site owner

STRUCTURAL DESIGN REQUIREMENTS:

The basic structure is to support the PV cells but must be able to work as a carport with
all the required clearances. Support should be in a cantilever style to allow easy parking, spacing
on vertical supports should be in multiples of 10 feet to be able to match typical parking lot
spacing, height should allow the parking of full size passenger vans, and structure does not have
to be water proof (providing shade to vehicles is secondary to the production of energy). Ideal
structure would have the ability to support PV panels that would be effective if the long side of
the structure is in a North-South as well as East-West orientation.

PV DESIGN REQUIREMENTS:

•

PV panels shall have warranty for a minim mum of 15 years to cover rated output (output
degradation not to exceed 20% over life of panel)
All system components will be UL certified
System will include isolation transformers per section 250-30 of the NEC
Polyphase inverter with voltage to match customer's system
Inverter to match capacity of project
15 year manufacturers warranty on Inverter (contractor may use an extended warranty

insurance policy to meet 15 year requirement)
Contractor will warranty repair labor at 100% for first 5 years, 66% of labor for second 5

years, and 33% of labor for remaining 5 years (limited to warranty repairs)
Interconnection costs from site of PV system to nearest practical distribution panel will be

on a case by case basis, (site selection process will keep this as short as possible)

SUNWATTS REQUIREMENTS :

One-line drawings subject to approval by local Cooperative's engineering department
Units to operate in parallel with grid

CFC DOC
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Includes protection for out of frequency problems
Low harmonics
Inverter must disconnect in the event grid power is lost
Lockable safety switch located between the inverter and meter socket

TRAINING REQUIREMENTS :

The Contractor will prov ide suff icient time with the site owner to explain how to
disconnect the system, locate inverter, identify all junction boxes between the modules, and
identity any system warning lights or displays. Contractor will also provide system manual with
basic operating instructions and all the associated warranty information and manufacturer
contacts listed.

an
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EXHIBIT D

MONTHLY DRAWDOWN SCHEDULE OF AMOUNTS TO BE ADVANCED TO THE
BORROWER PURSUANT TO THE LOAN AGREEMENT

DATE on WHICH PROCEEDS ARE
EXPECTED TO BE EXPENDED

AMOUNTS OF PROCEEDS TO BE
EXPENDED

$280,000February 25,  2008

March  3 ,  2008

March 10 ,  2008

$280,000

$280,000

March  17 ,  2008 $280,000

March 24, 2008 $280,000

March 31, 2008 $280,000

$280,000Apr i l  7 ,  2008

Apr i l  14 ,  2008

Apr i l  21 ,  2008

$280,000

$280,000

s

I

CFC DOC
AZ014-A-9046-CB001 (JABLONJ)
117518-1



*

*
4

Rf

SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC.

To

NATIONAL Ru RAL UTE LITotEs
COOPERATIVE FINANCE CORPORATION

Issuer

LOAN AGREEMENT

Dated as of / /m 00v?

Clean Renewable Energy Bonds
(Cooperative Renewable Energy Projects) Series 2008A

of National Rural Utilities Cooperative Finance Corporation
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LOAN AGREEMENT

LOAN AGREEMENT (this "Agreement") dated as of ,
between SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC. ("Borrower"), a
corporation organized and existing under the laws of the State of Arizona and NATIONAL RURAL
UTILITIES COOPERATIVE FINANCE CORPORATION ("CFC"), a cooperative association
organized and existing under the laws of the District of Columbia.

RECITALS

WHEREAS, the Borrower has applied to CFC for a loan for the purposes set forth in
Schedule 1 hereto, and CFC is will ing to make such a loan to the Borrower on the terms and
conditions stated herein, and

WHEREAS, the Borrower has agreed to execute a promissory note to ev idence an
indebtedness in the aggregate principal amount of the CFC Commitment (as hereinafter defined).

n o w , THEREFORE, for and in consideration of the premises and the mutual covenants
hereinafter contained, the parties hereto agree and bind themselves as follows:

ARTICLE I

DEFINITIONS

Seetion 1.01 For purposes of this Agreement, the following capitalized terms shall have the
following meanings (such definitions to be equally applicable to the singular and the plural form
thereof). Capitalized terms that are not defined herein shall have the meanings as set forth in the
Mortgage.

"Accounting Requirements" shall mean any system of accounts prescribed by a federal
regulatory authority having jurisdictionover the Borrower or, in the absence thereof, the requirements
of GAAP applicable to businesses similar to that of the Borrower.

"Advance" shall mean each advance of funds by CFC to the Borrower pursuant to the terms
and conditions of this Agreement, including the Initial Advance and the Primary Advance.

"Authorized Officer of the Borrower" means the Chairman, General Manager or Chief
Financial Officer of the Borrower or any other person authorized by the Board of the Borrower so to
act or any other person performing a function similar to the function performed by any such officer or
authorized person.

"Average DSC Ratio" shall mean the average of the Borrower's two highest annual DSC
Ratios during the most recent three calendar years.

"Bond Counsel" means an attorney at law or a firm of attorneys (designated by CFC and
acceptable to the Trustee) of nationally recognized standing in matters pertaining to the tax-exempt
nature of interest or tax credits on bonds issued by states and their political subdivisions, duly
admitted to the practice of law before the highest court of any state of the United States of America.
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"Business Day" shall mean any day that both CFC and the depository institution CFC
utilizes for funds transfers hereunder are open for business.

"CFC Commitment" shall have the meaning as defined in Schedule 1.

"CFC CREB Rate" shall mean the interest rate charged by CFC for loans made by CFC from
proceeds of the CREBs which rate shall not exceed one hundred and fifty basis points (150/100 of
1%) per annum.

"Closing Date" shall mean the date CFC issues the CREBs.

"Code" shall mean the Internal Revenue Code of 1986, as supplemented and amended.

"Completion Certificate" shal l  mean the cert i f i cate of  the Borrower requi red
Section 5.01 .p of this Agreement, substantially in the form of Exhibit C hereto. by

"CREBs" shall mean the series of Securities issued by CFC to provide financing for the
Project.

"CREB Maturity Date" shall mean the maturity date of the CREBs, which shall be the
December 15th prior to the Maximum CREB Term Anniversary Date.

"Debt Service Coverage ("DSC") Ratio" shall mean the ratio determined as follows: for any
calendar year add (i) Operating Margins, (ii) Non-Operating Margins--lnterest, (iii) Interest Expense,
(iv) Depreciation and Amortization Expense, and (v) cash received in respect of generation and
transmission and other capital credits, and divide the sum so obtained by the sum of all payments of
Principal and Interest Expense required to be made during such calendar year, provided, however,
that in the event that any amount of Long-Term Debt has been refinanced during such year, the
payments of Principal and Interest Expense required to be made during such year on account of
such refinanced amount of Long-Term Debt shall be based (in lieu of actual payments required to be
made on such refinanced amount of Long-Term Debt) upon the larger of (i) an annualization of the
payments required to be made with respect to the refinancing debt during the portion of such year
such refinancing debt is outstanding or (ii) the payment of Principal and Interest Expense required to
be made during the following year on account of such refinancing debt.

"Default Rate" shall mean a rate per annum equal to one hundred and fifty basis points
(150/100 of 1%).

"Depreciation and Amortization Expense" shal l  mean an amount consti tut ing the
depreciation and amortization of the Borrower computed pursuant to Accounting Requirements.

"Determination of Tax Credit Ineligibility" shall mean a determination that a particular
series of Securities does not qualify for a tax credit for the owner thereof under Section 54 of the
Code, which determination shall be deemed to have been made upon the occurrence of the first to
occur of the following:

(a) the date on which CFC determines that there is a significant likelihood that a
particular series of Securities may not qualify for a tax credit, if  such determination is
supported by a written opinion of Bond Counsel to that effect, or
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(b) the date on which CFC shall receive notice in writing that the Trustee has been
advised by the owner of any Security that a particular series of Securities does not qualify for
a tax credit for the owner thereof, based upon a final determination made either by: (A) the
Internal Revenue Service in a published or private ruling or technical advice memorandum or
(B) any court of competent jurisdiction in the United States of America, as a result of a failure
by CFC or any borrower to observe any agreement or representation in the Tax Compliance
Agreement or a Loan Agreement or Project Agreement relating to the proceeds of the
Securities. Any such determination will not be considered final for this purpose unless the
Owner of the Securities involved in the proceeding or action resulting in the determination (i)
gives CFC and the Trustee prompt written notice of the commencement thereof and (ii) if
CFC agrees to pay all expenses in connection therewith and to indemnify such Owner of the
Seeurities against all liabilities in connection therewith, offers CFC an opportunity to contest
the determination, either directly or in the name of the Owner of the Securities, and until
conclusion of any review, if sought.

"Distributions" shall mean, with respect to the Borrower, any dividend, patronage refund,
patronage capital retirement or each distribution to its members, or consumers (including but not
limited to any general cancellation or abatement of charges for electric energy or services furnished
by the Borrower). The term "Distribution" shall not include (a) a distribution by the Borrower to the
estate of a deceased patron, (b) repayment by the Borrower of a membership fee upon termination of
a membership, or (c) any rebate to a patron resulting from a cost abatement received by the
Borrower, such as a reduction of wholesale power cost previously incurred.

"Draw Period" shall have the meaning as described in Schedule 1 hereto.

"Environmental Laws" shall mean all laws, rules and regulations promulgated by any
Governmental Authority, with which Borrower is required to comply, regarding the use, treatment,

, handling,
distribution, transport, release of or exposure to any Hazardous Material.
discharge, storage, management manufacture, generation, processing, recycling,

"Equity" shall mean the aggregate of  the Borrowers equities and margins computed
pursuant to Accounting Requirements.

"Event of Default" shall have the meaning as described in Article VI hereof.

"Funds Requisition Statement" shall mean the certificate of the Borrower, in the form set
forth as Exhibit A to this Agreement, by which the Borrower will obtain an advance of funds from CFC
under the Loan.

"GAAP" shall mean generally accepted accounting principles set forth in the opinions and
pronouncements of the Accounting Principles Board and the American Institute of Certified Public
Accountants and statements and pronouncements of the Financial Accounting Standards Board.

"Governmental Authority" shall mean the government of the United States of America, any
other nation or government, any state or other political subdivision thereof, whether state or local,
and any agency, authority, instrumentality, regulatory body, courter other entity exercising executive,
legislative, judicial, taxing, regulatory or administrative Powers or functions of or pertaining to
government.

"Hazardous Material" shall mean any (a) petroleum or petroleum products, radioactive
materials, asbestos-containing materials, polychlorinated biphenyls, lead and radon gas, and (b) any
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other substance designated as hazardous or toxic or as a pollutant or contaminant under any
Environmental Law.

"Indenture"shall mean the Indenture between CFC and U.S. Bank Trust Company National
Association, relating to the first issue of Securities, pursuant to which the Securities, including the
CREBs are issued, as supplemented and amended.

"Initial Advanee" shall mean the Advance made by CFC on the Closing Date pursuant to
Section 3.02.A hereof to fund a portion of CFC's costs in issuing the CREBs attributable to the CFC
Commitment, including, but not limited to, original issue discount, underwriting discount and other
costs of issuance, including, without limitation, rating agency costs and legal, underwriting and
Trustee expenses.

"Interest Expense" shall mean an amount constituting the interest expense with respect to
Long-Term Debt of the Borrower computed pursuant to Accounting Requirements. In computing
interest Expense, there shall be added, to the extent not otherwise included, an amount equal to 33-
1/3% of the excess of Restricted Rentals paid by the Borrower over 2% of the Borrowers Equity.

"Lien" shall mean any statutory or common law consensual or non-consensual mortgage,
pledge, security interest, encumbrance, lien, right of set off, claim or charge of any kind, including,
without limitation, any conditional sale or other title retention transaction, any lease transaction in the
nature thereof and any secured transaction under the Uniform Commercial Code.

"Loan" shall mean the loan made by CFC to the Borrower, pursuant to this Agreement and
the Note, in an aggregate principal amount not to exceed the CFC Commitment.

"Loan Capital Term Certificate" or "LCTC" shall mean a certificate, or book entry form of
account, evidencing the Borrower's purchase of equity in CFC.

"Loan Documents" shall mean this Agreement, the Note, the Mortgage, the Project
Agreement and all other documents or instruments executed, delivered or executed and delivered by
the Borrower and evidencing, securing, governing or otherwise pertaining to, the Loan.

"Long-Term Debt" shall mean an amount constituting the long-term debt of the Borrower
computed pursuant to Accounting Requirements.

"Maturity Date" shall mean the Payment Date immediately prior to the CREB Maturity Date
permitted for the CREBs under Section 54(e)(2) of the Code as in effect on the Closing Date.

"Maximum CREB Term Anniversary Date" shall mean the anniversary of the Closing Date
that occurs at the maximum term permitted for the CREBs under Section 54(e)(2) of the Code as in
effect on the Closing Date.

"Mortgage" shall have the meaning as described in Schedule 1 hereto.

"Mortgaged Property"shall have the meaning ascribed to it in the Mortgage.

"Non-Operating Margins--Interest" shall mean the amount representing the interest
component of non-operating margins of the Borrower computed pursuant to Accounting
Requirements.
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"Note" shall mean the secured promissory note, payable to the order of CFC, executed by
the Borrower, dated as of even date herewith, pursuant to this Agreement as identified on Schedule
1 hereto andshallinclude any substitute note or modification thereto.

"Obligations" shall mean any and all liabilities, obligations or indebtedness owing by the
Borrower to CFC, of any kind or description, irrespective of whether for the payment of money,
whether direct or indirect, absolute or contingent, due or to become due, now existing or hereafter
arising.

"Operating Margins" shall mean the amountof patronage capital and operating margins of
the Bon'ower computed pursuant to AccountingRequirements.

"Payment Date" shall mean the first (1st) day of each of March, June and September and
December.

"Payment Notice" shall mean a notice furnished by CFC to the Borrower that indicates the
amount of each payment of interest or interest and principal and the total amount of each payment
due.

"Permitted Encumbrances" shall have the meaning ascribed to it in the Mortgage.

"Person" shall mean natural persons, cooperatives, corporations, limited liability companies,
limited partnerships, general partnerships, limited liability partnerships, joint ventures, associations,
companies, trusts or other organizations, irrespective of whether they are legal entities, and
Governmental Authorities.

"Primary Advance" shall mean the Advance made by CFC to the BolTower pursuant to
Section 3.02.B hereof two Business Days after the Closing Date to reimburse Borrower for costs of
the Project.

"Principal" shall mean the amount of principal billed on account of Long-Term Debt of the
Borrower computed pursuant to Accounting Requirements.

"Project" shall mean the project being financedpursuant tothe Loan,as further described in
Schedule 1.

"Project Account" means an account created pursuant to the Indenturewithin the Project
Fund related to the CREBs.

"Project Agreement" shall mean the Project Agreement, dated as of even date herewith,
executed by the Borrower with respect to the Project and the CREBs.

"Projeczt Fund"means theProject Fundcreated andidentified as such in the Indenture.

"Restricted Rentals" shall mean all rentals required to be paid under finance leases and
charged to income, exclusive of any amounts paid under any such lease (whether or not designated
therein as rental or additional rental) for maintenance or repairs, insurance, taxes, assessments,
water rates or similar charges. For the purpose of this definition the term "finance lease" shall mean
any lease having a rental term (including the term for which such lease may be renewed or extended
at the option of the lessee) in excess of three (3) years and covering property having an initial cost in
excess of $250,000 other than automobiles, trucks, trailers, other vehicles (including without
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limitation aircraft and ships), office, garage and warehouse space and office equipment (including
without limitation computers).

"Securities" shall mean one or more series of clean renewable energy bonds issued by CFC
under the Indenture.

"Subsidiary" as to any Person, shall mean a corporation, partnership, limited partnership,
limited liability company or other entity of which shares of stock or other ownership interests having
ordinary voting power (other than stock or such other ownership interests having such power only by
reason of the happening of a contingency) to elect a majority of the board of directors or other
managers of such entity are at the time owned, or the management of which is otherwise controlled,
directly or indirectly through one or more intermediaries, or both, by such Person Unless otherwise
qualif ied, all references to a "Subsidiary" or to "Subsidiaries" in this Agreement shall refer to a
Subsidiary or Subsidiaries of the Borrower.

"Tax Compliance Agreement" means a tax compliance certificate and agreement of CFC
with respect to a series of Securities, as accepted by the Trustee, as amended.

"Termination Certificate" shal l  mean the cert i f icate of  the Borrower requi red by
Section 5.01 .Q of this Agreement, substantially in the form of Exhibit D hereto.

"Total Assets" shall mean an amount constituting the total assets of the Borrower computed
pursuant to Accounting Requirements.

"TotaI Utility Plant" shall mean the amount constituting the total utility plant of the Borrower
computed pursuant to Accounting Requirements.

"Trustee" shall mean U.S. Bank Trust Company National Association and its successors and
assigns.

ARTICLE ll

REPRESENTATIONS AND WARRANTIES

Section 2.01 The Borrower represents and warrants to CFC that as of the date of this
Agreement:

A. Good Standing. The Borrower is duly organized, validly existing and in good
standing under the laws of the jurisdiction of its incorporation or organization, is duly qualified to do
business and is in good standing in those states in which it is required to be qualified to conduct its
business. The Borrower is a member in good standing of CFC.

B. Subsidiaries and Ownership. Schedule 1 hereto sets forth a complete and accurate
list of the Subsidiaries of the Borrower showing the percentage of the Borrower's ownership of the
outstanding stock, membership interests or partnership interests. as applicable, of each Subsidiary.

-

I
I

c. Authority; Validity. The BolTower has the power and authority to enter into this
Agreement, the Note, the Project Agreement and the Mortgage, to make the borrowing hereunder; to
execute and deliver all documents and instruments required hereunder and to incur and perform the
obligations provided for herein, in the note, in the Project Agreement and in the Mortgage, all of

ch have been duly authorized by all necessary and proper action, and no consent or approval of
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any Person, including, as applicable and without limitation, members of the Borrower, which has not
been obtained is required as a condition to the validity or enforceability hereof or thereof.

Each of this AgreemeNt, the Note, the Project Agreement and the Mortgage is, and when fully
executed and delivered will be, legal, valid and binding upon the Borrower and enforceable against
the Borrower in accordance with i ts terms, subject to appl icable bankruptcy, insolvency,
reorganization, moratorium or other laws affecting creditors' rights generally and subject to general
principles of equity.

D. No Conflicting Agreements. The execution and delivery of the Loan Documents
and performance by the Borrower of the obligations thereunder, and the transactions contemplated
hereby or thereby, will not: (i) violate any provision of law, any order, rule or regulation of any court or
other agency of government, any award of any arbitrator, the articles of incorporation or by-laws of
the Borrower, or any indenture, contract, agreement, mortgage, deed of trust or other instrument to
which the Borrower is a party or by which it or any of its property is bound; or (ii) be in conflict with,
result in a breach of or constitute (with due notice and/or lapse of time) a default under, any such
award, indenture, contract, agreement, mortgage, deed of trust or other instrument, or result in the
creation or imposition of any Lien (other than contemplated hereby) upon any of the property or
assets of the Borrower.

The Borrower is not in default in any material respect under any agreement or instrument to which it
is a party or by which it is bound and no event or condition exists which constitutes a default, or with
the giving of notice or lapse of time, or both, would constitute a default under any such agreement or
instrument.

E. Taxes. The Borrower, and each of its Subsidiaries, has filed or caused to be filed all
federal, state and local tax returns which are required to be filed and has paid or caused to be paid
all federal, state and local taxes, assessments, and governmental charges and levies thereon,
including interest and penalties to the extent that such taxes, assessments, and governmental
charges and levies have become due, except for such taxes, assessments, and governmental
charges and levies which the Borrower or any Subsidiary is contesting in good faith by appropriate
proceedings for which adequate reserves have been set aside.

F. Licenses and Permits. The Borrower has duly obtained and now holds all licenses,
permits, edifications, approvals and the like necessary lo own and operate its property and business
that are required by Governmental Authorities and each remains valid and in full force and effect.

G. Litigation. There are no outstanding judgments, suits, claims, actions or proceedings
pending or, to the knowledge of the Borrower, threatened against or affecting the Borrower, its
Subsidiaries or any of their respective properties which, if adversely determined, either individually or
collectively, would have a material adverse effect upon the business, operations, prospects, assets,
liabilities or financial condition of the Borrower or its Subsidiaries. The Borrower and its Subsidiaries
are not, to the Borrower's knowledge, in default or violation with respect to any judgment, order, writ,
injunction, decree, rule or regulation of any Governmental Authority which would have a material
adverse effect upon the business, operations, prospects, assets, liabilities or financial condition of the
Borrower or its Subsidiaries.

H. Financial Statements. The balance sheet of the Borrower as at the date identified in
Schedule 1 hereto, the statement of operations of the Borrower for the period ending on said date,
and the interim financial statements of the Borrower, all heretofore furnished to CFC, are complete
and correct. Said balance sheet fairly presents the Hrnanoialcondition of the Borrower as at said date
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and said statement of operations fairly reflects its operations for the period ending on said date. The
Borrower has no contingent obligations or extraordinary forward or long-term commitments except as
specifically stated in said balance sheet or herein. There has been no material adverse change in
the financial condition or operations of the Borrower from that set forth in said financial statements
except changes disclosed in writing to CFC prior to the date hereof.

I. Borrower's Legal Status. Schedule 1 hereto accurately sets forth: (i) the Borrower's
exact legal name, (ii) the Borrower's organizational type and jurisdiction of organization, (iii) the
Borrower's organizational identification number or accurate statement that the Borrower has none,
and (iv) the Borrower's place of business or, if more than one, its chief executive office as well as the
Borrower's mailing address if different.

J. Required Approvals. Other than the CREBs allocation received from the Internal
Revenue Service, no license, consent or approval of any Governmental Authority is required to
enable the Borrower to enter into this Agreement, the Project Agreement, the Note and the
Mortgage, or to perform any of its Obligations provided for in such documents, including without
limitation (and if applicable), that of any state public utilities commission, any state public service
commission, and the Federal Energy Regulatory Commission, except as disclosed in Schedule 1
hereto, all of which the Borrower has obtained prior to the date hereof.

K. Compliance With Laws. The Borrower and each Subsidiary is in compliance, in all
material respects, with all applicable requirements of law and all applicable rules and regulations of
each Governmental Authority.

L. Disclosure. ,
Agreement nor any document, certificate or financial statement furnished to CFC by or on behalf of
the Borrower in connection herewith (all such documents, certificates and financial statements, taken
as a whole) contains any untrue statement of a material fact or omits to state any material fact
necessary in order to make the statements contained herein and therein not misleading.

To the Borrower's knowledge, information and belief  neither this

M. No Other Liens. As to property which is presently included in the description of
Mortgaged Property, the Borrower has not, without the prior written approval of CFC, executed or
authenticated any security agreement or mortgage, or filed or authorized any financing statement to
be filed with respect to assets owned by it other than security agreements, mortgages and financing
statements in favor of CFC,
to Permitted Encumbrances.

except as disclosed in writing to CFC prior to the date hereof or relating

n. Environmental Matters. Except as to matters which individually or in the aggregate
would not have a material adverse effect upon the business or. financial condition of the Borrower or
its Subsidiaries, (i) Borrower is in compliance with all Environmental Laws (including, but not limited
to, having any required permits and licenses), (ii) there have been no releases (other than releases
remediated in compliance with Environmental Laws) from any underground or aboveground storage
tanks (or piping associated therewith) that are or were present at the Mortgaged Property, (iii)
Borrower has not received written notice or claim of any violation of any Environmental Law, (iv)
there is no pending investigation of Borrower in regard to any Environmental Law, and (v) to the best
of Borrowers knowledge, there has not been any release or contamination (other than releases or
contamination remediated in compliance with Environmental Laws) resulting from the presence of
Hazardous Materials on property owned, leased or operated by the Borrower.

o . 1
qualified project" as defined in Section 54(d)(2)(A) of the Code. As set forth in the Project Agreement,

Project Agreement. As set forth in the Project Agreement the Project constitutes "a
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the Borrower constitutes currently, and will remain through the period that the CREBs remain
outstanding, "a Qualified Borrower", meaning a (i) mutual or cooperative electric company described
in Sections 501 (c)(12) or 1381(a)(2)(C) Of the Code, or (ii) a Governmental Body, which is defined as
any state, territory possession of the U.S., the District of Columbia, Indian tribal government, and any
political subdivision thereof. The statements, information and descriptions contained in the Project
Agreement are true, correct and complete, and do notcontaih any untrue statement or misleading
statement of a material fact, and do not omit to state a material fact required to be stated therein or
necessary to make the statements, information and descriptions contained therein, in the light of the
circumstances under which they were made, not misleading, and the estimates and the assumptions
contained in the Project Agreement are reasonable and based on the best information available to
the Borrower.

ARTICLE m

LOAN

Section 3.01 Definitions.For purposes of this Article a, the following capitalized terms shall
havethe followingmeanings:

"Borrower's Annual Bond Repayment Amount" shall mean the amount determined by
dividing the CFC Commitment by the number of years fromthe Closing Date to the Maximum CREB
Term Anniversary Date, which amount shallbe recalculated on the date CFC rescinds any excess
moneys pursuant to Section 3.05 or 3.06 hereof.

"Quarterly Bond Deposit Amount" shall mean for each Payment Date, the amount
determined by subtracting from the Quarterly Bond Repayment Amount the principal amount payable
by the Borrower pursuant to Section 3.03.A(ii)(bX1) on such Payment Date.

"Quarterly Bond Repayment Amount" shall mean one~fourth (%) of the Borrowed's Annual
Bond Repayment Amount.

Section 3.02 Advances. The obligation of the Borrower to repay the Advances shall be
evidenced by the Note. The aggregate amount of all Advances made hereunder shall not exceed the
CFC Commitment. At the end of the Draw Period, CFC shall have no further obligation to make
Advances.

A. Initial Advance. Borrower hereby agrees that on the Closing Date, CFC shall
automatically, and without action by Borrower, make the Initial Advance. On the Closing Date, CFC
shall notify Borrower of the final amount of the Initial Advance and the amount of the CFC
Commitment remaining for Borrower to subsequently Advance.

B . Subsequent Advances.

(i) The Borrower may submit a request for the Primary Advance to CFC in writing (which
may be submitted by facsimile) no later than 12:00 noon local time at CFC's offices in
Herndon, Virginia seven Business Days prior to the Closing Date. The Primary
Advance may be requested in any amount up to the CFC Commitment. CFC shall
make the Primary Advance two Business Days after the Closing Date in the lesser of
(i) the aggregate amount of such requested Primary Advance, and (ii) the amount of
the CFC Commitment less the amount of the initial Advance .
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(ii) Except as set forth in 3.02.A and 3.02.B(i) hereof, the Borrower shall submit its
request for an Advance to CFC in writing (which may be submitted by facsimile) no
later than 12:00 noon local time at CFC's offices in Hemdon, Virginia at least two (2)
Business Days prior to the last Business Day of any calendar month. Borrower may
make multiple requests for Advances during any calendar month in any amount so
long as the aggregate amount of all Advances requested in such month is in an
amount not less than $100,000.00, provided, however that at such time as there
remains less than $100,000.00 available for Advance hereunder, Borrower may
request the entirety of such remaining amount. CFC shall make a single Advance to
Borrower on the first Business Day of the calendar month following Borrower's
request(s) for an Advance. Such Advance shall be in the aggregate amount of all
Advances requested by Borrower in the prior month, provided however that at such
time as there remains less than $100,000.00 available for Advance hereunder and
Borrower requests the entirety of such remaining amount, CFC shall Advance the
entirety of such remaining amount.

fol lows :
Section 3.03 Interest Rate and Payment. The Note shall be payable and bear interest as

A. Payments, Maturity, Amortization.

(i) The Note shall be due and payable on the Maturity Date.

(ii) On each Payment Date, the Borrower shall promptly pay the following:

(a) accrued interest on the principal amount of the Loan outstanding less the amount
of the Initial Advance, and

(b) the Quarterly Bond Repayment Amount, consisting of:

(1) the principal amount due on any outstanding Advances, determined on the
basis of a quarterly amortization schedule from the date of each Advance,
and

(2) the Quarterly Bond Deposit Amount.

(iii) If not sooner paid, any amount due on account of the unpaid principal, interest
accrued thereon and fees, if any, shall be due and payable on the Maturity Date.

(iv) Each Advance shall amortize on a level principal payment basis from the date thereof
through the Maturity Date.

(v) CFC will furnish to the Borrower a Payment Notice at least ten (10) days before each
Payment Date, provided, however, that CFC's failure to send a Payment Notice shall not constitute a
waiver by CFC or be deemed to relieve the Borrower of its obligation to make payments as and when
due as provided for herein.

(vi) No provision of this Agreement or of any Note shall require the payment, or permit the
collection, of interest in excess of the highest rate permitted by applicable law.
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Borrower agrees that the records of, and all computations by, CFC (in whatever media they are
recorded or maintained) as to the amount of principal, interest, fees and Quarterly Bond Deposit
Amount due on the Loan shall be conclusive in the absence of manifest error.

B. Application of Payments. Each payment shall be applied to the Loan, first to any
fees, costs, expenses or charges other than interest or principal, second to interest accrued, third to
the Quarterly Bond Deposit Amount and the balance to principal.

C. Application of Bond Repayment Deposit. At such time as the aggregate amount
billed by CFC in any calendar year on account of amortized principal under this Agreement exceeds
the Borrower's Annual Bond Repayment Amount for such year, CFC shalt apply a portion of the
Borrower's prior payments of the Quarterly Bond Deposit Amount in the amount of such overage to
principal then due. Until such time, Borrower's payments of the Quarterly Bond Deposit Amount shall
not reduce the amount of principal outstanding and subject to amortization. Any amount paid by the
Borrower under this Agreement on account of the Quarterly Bond Deposit Amount in excess of the
principal amount of the fully advanced Loan shall be refunded to the Bon'ower on the Maturity Date.

D. Interest Rate Computation. Each Advance except the Initial Advance shall bear
interest at the CFC CREB Rate which shall apply until the Maturity Date. The Initial Advance shall
not bear interest. Interest on Advances shall be computed on the basis of a 30-day month and 380-
day year.

Section 3.04. Extraordinary Obligation to Prepay. Upon a Determination of Tax Credt
Ineligibility that subjects the CREBs to an extraordinary mandatory redemption due to a failure of the
Borrower to observe any agreement or representation in this Loan Agreement (as more particularly
described in paragraph (b) of the defined term "Determination of Tax Credit Ineligibility"), the
Borrower shall prepay the Loan, or such part thereof as determined by CFC, at such times and in
such amounts as determined by CFC within sixty (60) days of such determination together with a
prepayment premium prescribed by CFC pursuant to its policies of general application in effect from
time to time.

Section 3.05. Rescission of Excess Moneys; Fee. If the Borrower has not drawn down
the full amount of the CFC Commitment at (i) the time of filing the Completion Certificate under
Section 5.01P. hereof, (ii) the time of filing the Termination Certificate under 5.01Q. hereof, (iii) a
Determination of Tax Credit Ineligibility or (iv) the end of the Draw Period, a corresponding rescission
of the amount of principal available to be drawn on the Note as calculated by CFC shall automatically
be made without further action by the Borrower. CFC shall release the Borrower from its obligations
hereunder as to such rescinded portion, provided the Borrower complies with such terms and
conditions as CFC may impose for such release including, without limitation, payment of any
rescission fee that CFC may from time to time prescribe, pursuant to its policies of general
application.

Section3.06. Cancellation of Excess Moneys. If the Borrower has not drawn down the full
amount of the CFC Commitment at the time CFC determines that it will cease making Advances
hereunder pursuant to Section 7.01 hereof, a corresponding cancellation of the amount of principal
available to be drawn on the Note as calculated by CFC shall automatically be made without action
by the Borrower.

Section3.07. Default Rate. If Borrower defaults on its obligation to make a payment due
hereunder by the applicable Payment Date, and such default continues for thirty days thereafter, then
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beginning on the thirty~first day after the Payment Date and for so long as such default continues,
Advances shall bear interest at the Default Rate.

Section 3.08. Patronage Capital, Interest Rate Discounts. No patronage capital shall be
earned, and no interest rate discounts shall apply, to the Loan.

Section 3.09. Optional Prepayment. Except for prepayments made pursuant to
Section 3.04 hereof, no prepayment of any Advance, in whole or in part, may be made by the
Borrower.

ARTICLE IV

CONDITIONS OF LENDING

Section 4.01 The obl igation of  CFC to make any Advance hereunder is subject to
satisfaction of the following conditions in form and substance satisfactory to CFC:

A. Legal Matters. All legal matters incident to the consummation of the transactions
hereby contemplated shall be satisfactory to counsel for CFC.

B. Documents. CFC shall have been furnished with (i) the executed Loan Documents,
(ii) certified copies of all such organizational documents and proceedings of the Borrower authorizing
the transactions hereby contemplated as CFC shall require, (iii) an opinion of counsel for the Borrow-
er addressing such legal matters as CFC shall reasonably require, and (iv) all other such documents
as CFC may reasonably request.

C. Government Approvals. The Borrower shall have furnished to CFC true and correct
copies of all certif icates, authorizations, consents, permits and licenses from Governmental
Authorities necessary for the execution or delivery of the Loan Documents or performance by the
Borrower of the obligations thereunder.

D. Representations and Warranties. The representations and warranties contained in
Article ll shall be true on the date of the making of each Advance hereunder with the same effect as
though such representations and warranties had been made on such date, no Event of Default and
no event which, with the lapse of time or the notice and lapse of time would become such an Event of
Default, shall have occurred and be continuing or will have occurred after giving effect to each
Advance on the books of the Borrower, there shall have occurred no material adverse change in the
business or condition, financial or otherwise, of the Borrower, and nothing shall have occurred which
in the opinion of CFC materially and adversely affects the Borrower's ability to perform its obligations
hereunder.

E. Mortgage Recordation. The Mortgage (and any amendments, supplements or
restatements as CFC may require from time to time) shall have been duly filed, recorded or indexed
in all jurisdictions necessary (and in any other jurisdiction that CFC shall have reasonably requested)
to provide CFC a lien, subject to Permitted Encumbrances, on all of the Borrower's real property, all
in accordance with applicable law, and the Borrower shall have paid all applicable taxes, recording
and filing fees and caused satisfactory evidence thereof to be furnished to CFC.

F. UCC Filings. Uniform Commercial Code financing statements (and any continuation
statements and other amendments thereto that CFC shall require from time to time) shall have been
duly filed, recorded or indexed in all jurisdictions necessary (and in any other jurisdiction that CFC
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shall have reasonably requested) to provide CFC a perfected security interest, subject to Permitted
Encumbrances, in the Mortgaged Property which may be perfected by the f iling of a f inancing
statement, all in accordance with applicable law, and the Borrower shall have paid all applicable
taxes, recording and filing fees and caused satisfactory evidence thereof to be furnished to CFC.

G. Requisitions. The Bonrower will requisition each Advance by submitting its written
requisition to CFC in the form attached as Exhibit A hereto. Requisitions for Advances shall be made
only for the purposes set forth in Schedule 1 hereto.

H. Other Information. The Borrower shall have furnished such other information as
CFC may reasonably require, including but not limited to (i) information regarding the specif ic
purpose for an Advance and the use thereof, (ii) feasibility studies, cash flow projections, financial
analyses and pro forma f inancial statements suff icient to demonstrate to CFC's reasonable
satisfaction that after giving effect to the Advance requested, the Borrower shall continue to achieve
the DSC ratio set forth in Section 5.01.A herein, to meet all of its debt service obligations, and
otherwise to perform and to comply with all other covenants and conditions set forth in this
Agreement, and (iii) any other information as CFC may reasonably request. CFC's obligation to
make any Advance hereunder is conditioned upon prior receipt and approval of the Borrower's
written requisition and other information and documen.tation, if any, as CFC may have requested
pursuant to this paragraph.

I. Issuance of Bonds. CFC shall have issued CREBs in an amount not less than the
CFC Commitment.

J. CREB Allocation. CFC shall have received an allocation in the amount of the CFC
Commitment from the U.S. Department of Treasury for the Borrower's Project under its Securities
program.

K. Tax Credit Ineligibility. There shall have occurred no Determination of Tax Credit
Ineligibility with regard to the Borrower or the Project.

L. Bring Down Certificate. Two (2) Business Days prior to the Closing Date, the
Borrower shall furnish CFC with a certificate of an Authorized Officer of the Borrower in the form of
Exhibit B hereto, certifying that all of the representations and warranties set forth in Article II hereof
are true on the Closing Date.

ARTICLE v

COVENANTS

Section 5.01 Affirmative Covenants. The Borrower covenants and agrees with CFC that
until payment in full of the Note and performance of all obligations of the Borrower hereunder:

A. Financial Ratios, Design of Rates. The Borrower shall achieve an Average DSC
Ratio of not less than 1.35. The Borrower shall not decrease its rates for electric service if it has
failed to achieve a DSC Ratio of 1.35 for the calendar year prior to such reduction subject only to an
order from a Governmental Authority properly exercising jurisdiction over the Borrower.

B. Loan Proceeds. The Borrower shall use the proceeds of this Loan solely for the
purposes identified on Schedule 1 hereto.
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Notice. The Borrower shall promptly notify CFC in writing of:

(i) any material adverse change in the business, operations, prospects, assets, liabilities
or financial Condition of the Borrower,

(ii) the institution or threat of any litigation or administrative proceeding of any nature
involving the Borrower which could materially affect the business, operations, prospects, assets,
liabilities or financial condition of the Borrower:

(iii) the occurrence of an Event of Default hereunder, or any event that, with the giving of
notice or lapse of time, or both, would constitute an Event of Default.

D. Default Notices. Upon receipt of  any notices with respect to a default by the
Borrower under the terms of any evidence of any indebtedness with parties other than CFC or of any
loan agreement, mortgage or other agreement relating thereto, the Borrower shall deliver copies of
such notice to CFC.

Annual Certificates.

Within one hundred twenty (120) days af ter the close of  each calendar year,
commencing with the year in which the initial Advance hereunder shall have been made, the
Borrower will deliver to CFC a written statement, in form and substance satisfactory to CFC, signed
by the Borrower's General Manager or Chief Executive Officer, stating that during such year, and that
to the best of said person's knowledge, the Borrower has fulfilled aft of its obligations under this
Agreement, the Project Agreement, the Note, and the Mortgage throughout such year or, if there has
been a default in the fulfillment of any such obligations, specifying each such default known to said
person and the nature and status thereof.

(i)

(ii) The Borrower shall deliver to CFC within one hundred twenty (120) days of CFC's
written request, which shall be no more frequently than once every year, a certification, in form and
substance satisfactory to CFC, regarding the condition of the Mortgaged Property prepared by a
professional engineer satisfactory to CFC. The Borrower shall also deliver to CFC such other
information as CFC may reasonably request from time to time.

F. Loan Capital Term Certificate Purchase. The Borrower will purchase LCTCs, if
required, in an amount calculated pursuant to CFC's policies of general application and shall pay for
such LCTCs as required thereby. CFC's policies with respect to such LCTCs are set forth in
Schedule 1.

G. Financial Books; Financial Reports; Right of Inspection. The Borrower will at all
times keep, and safely preserve, proper books, records and accounts in which full and true entries
will be made of all of  the dealings, business and affairs of the Borrower, in accordance with
Accounting Requirements. When requested by CFC, the Borrower will prepare and furnish CFC
from time to time, periodic financial and statistical reports on its condition and operations. All of such
reports shall be in such form and include such information as may be specified by CFC. within one
hundred twenty (120) days of the end of each calendar year during the term hereof, the Borrower
shall furnish to CFC a full and complete report of its f inancial condition and statement of its
operations as of the end of such calendar year, in form and substance satisfactory to CFC. in
addition, within one hundred twenty (120) days of the end of each the Borrower's fiscal years during
the term hereof, the BoiTower shall furnish to CFC a full and complete consolidated and consolidating
report of its financial condition and statement of its operations as of the end of such fiscal year,
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audited and certified by independent certified public accountants nationally recognized or otherwise
satisfactory to CFC and accompanied by a report of such audit in form and substance satisfactory to
CFC, including without limitation a consolidated and consolidating balance sheet and the related
consolidated and consol idat ing statements of  income and cash f low. CFC, through i ts
representatives, shall at all times during reasonable business hours and upon Prior notice have
access to, and the right to inspect and make copies of, any or all books, records and accounts, and
any or all invoices, contracts, leases, payrolls, canceled checks, statements and other documents
and papers of every kind belonging to or in the possession of the Borrower or in anyway pertaining to
its property or business.

H. Notice of Additional Secured Debt. The Borrower will notify CFC promptly in writing
if it incurs any additional secured indebtedness other than indebtedness to CFC or indebtedness
otherwise provided for in the Mortgage.

I. Funds Requisition. The Borrower agrees (i) that CFC may rely conclusively upon the
written instructions submitted to CFC in the Borrower's written request for an Advance hereunder,
(ii) that such instructions shall constitute a covenant under this Agreement to repay the Advance in
accordance with such instructions, the applicable Note, the Mortgage, the Project Agreement and
this Agreement, and (iii) to request Advances only for the purposes set forth in Schedule 1 hereto.

J. Compliance With Laws. The Borrower and each Subsidiary shall  remain in
compliance, in all material respects, with all applicable requirements of law and applicable rules and
regulations of each Governmental Authority.

K. Taxes. The Borrower shall  pay, or cause to be paid al l  taxes, assessments or
governmental charges lawfully levied or imposed on or against it and its properties prior to the time
they become delinquent, except for any taxes, assessments or charges that are being contested in
good faith and with respect to which adequate reserves as determined in good faith by the Borrower
have been established and are being maintained.

L. Further Assurances. The Borrower shall execute any and all further documents,
financing statements, agreements and instruments, and take all such further actions (including the
filing and recording of financing statements, fixture filings, mortgages, deeds of trust and other
documents), which may be required under any applicable law, or which CFC may reasonably
request, to effectuate the transactions contemplated by the Loan Documents or to grant, preserve,
protect or perfect the Liens created or intended to be created thereby. The Borrower also agrees to
provide to CFC, from time to time upon request, evidence reasonably satisfactory to CFC as to the
perfection and priority of the Liens created or intended to be created by the Loan Documents.

M. Environmental Covenants. Borrower shall:

(i) at its own cost, comply in all material respects with all applicable Environmental Laws,
including, but not limited to, any required remediation, and

(ii) i f  i t  receives any wri tten communication al leging Borrower's v iolation of  any
Environmental Law, provide CFC with a copy thereof within ten (10) Business Days after receipt, and
promptly take appropriate action to remedy, cure, defend, or otherwise affirmatively respond to the
matter.

n. Limitations on Loans, Investments and Other Obligations. The aggregate amount
of all purchases, investments, loans, guarantees, commitments and other obligations described in
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Section 5.02.D(i) of this Agreement shall at all times be less than fifteen percent (15%) of Total Utility
Plant or fifty percent (50%) of Equity, whichever is greater.

O. Tax Status of the CREBs. The Borrower shall utilize the Project or cause it to be
utilized as provided in the Project Agreement until the CREB Maturity Date. No use will be made of
the proceeds of the CREBs other than as set forth herein and in the Project Agreement and no
changes will be made in the Project or in the operation or beneficial use thereof (including, without
limiting the generality of the foregoing, the use of the Project by the Borrower or any related person)
without an opinion of Bond Counsel that such a use or change will not adversely affect the eligibility
of the CREBs to qualify for a tax credit for the owner thereof, for federal income tax purposes. The
Borrower agrees and warrants that it will not take or authorize or permit any action to be taken and
has not taken or authorized or permitted any action to be taken and will not fail to take any action to
comply with the Project Agreement which adversely affects the eligibility of the CREBs to qualify for a
tax credit for the owner thereof, for federal income tax purposes. This agreement and warranty shall
survive the termination of this Agreement.

P. Completion Certificate. The Borrower shall submit to CFC within 30 days after the
completion of the Project, a Completion Certificate signed by an Authorized Officer of the Borrower.

Q. Termination Certif icate. If the Borrower determines that the Project will not be
completed as described in Section 5.01.P above, then the Borrower shall  submit to CFC a
Termination Certificate, within 30 days of a determination that:

(i)
Project, and

no further acquisition, construction or installation will occur with respect to the

(ii) the Borrower does not intend to make any further Advances.

R. Other Information. The Borrower shall furnish such other information as CFC may
reasonably require relating to the Project.

Section 5.02 Negative Covenants. The Borrower covenants and agrees with CFC that until
payment in full of the Note and performance of all obligations of the Borrower hereunder, the
Borrower will not, directly or indirectly, without CFC's prior written consent:

A. Limitations on Mergers. Consolidate with, merge, or sell all or substantially all of its
business or assets, or enter into an agreement for such consolidation, merger or sale, to another
entity or person unless such action is either approved, as is evidenced by the prior written consent of
CFC, or the purchaser, successor or resulting corporation is or becomes a member in good standing
of  CFC and assumes the due and punctual payment of  the Note and the due and punctual
performance of the covenants contained in the Mortgage and this Agreement.

B. Limitations on Sale, Lease or Transfer of Capital Assets, Application of
Proceeds. Sell, lease or transfer (or enter into an agreement to sell, lease or transfer) any capital
asset, except in accordance with this Section 5.02.B. If no Event of Default (and no event which with
notice or lapse of time and notice would become an Event of Default) shall have occurred and be
continuing, the Borrower may, without the prior written consent of CFC, sell, lease or transfer (or
enter into an agreement to sell, lease or transfer) any capital asset in exchange for fair market value
consideration paid to the Borrower if the value of such capital asset is less than five percent (5%) of
Total Utility Plant and the aggregate value of capital assets sold, leased or transferred in any 12-
month period is less than ten percent (10%) of Total Utility Plant.
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c. Limitation on Dividends, Patronage Refunds and Other Distributions.

(i) Make Distributions in any calendar year if, after giving effect to the Distribution, the total
Equity of the Borrower will be less than twenty percent (20%) of its Total Assets.

(ii) If, after giving effect to the Distribution, the total Equity of the Borrower will be less than
twenty percent (20%) of its Total Assets, then the Borrower may nevertheless make Distributions of
up to thirty percent (30%) of its total margins for the preceding calendar year.

(iii) Notwithstanding anything to the contrary in subparagraphs (i) and (ii) above, the Borrower
shall not make any Distribution without the prior written consent of CFC if an Event of Default under
this Agreement has occurred and is continuing.

D. Limitations on Loans, Investments and Other Obligations.

(i) (a) Purchase, or make any commitment to purchase, any stock, bonds, notes, debentures,
or other securities or obligations of or beneficial interests in, (b) make, or enter into a commitment to
make, any other investment, monetary or otherwise, in, (c) make, or enter into a commitment to
make, any loan to, or (d) guarantee, assume, or otherwise become liable for, or enter into a
commitment to guarantee, assume, or otherwise become liable for, any obligation of any Person if,
after giving effect to such purchase, investment, loan, guarantee or commitment, the aggregate
amount thereof would exceed the greater of fifteen percent (15%) of Total Utility Plant or fifty percent
(50%) of Equity.

(ii) The following shall not be included in the limitation of purchases, investments, loans and
guarantees in (i) above: (a) bonds, notes, debentures, stock, or other securities or obligations issued
by or guaranteed by the United States or any agency or instrumentality thereof, (b) bonds, notes,
debentures, stock, commercial paper, subordinated capital certif icates, or any other security or
obligation issued by CFC or by institutions whose senior unsecured debt obligations are rated by at
least two nationally recognized rating organizations in either of their two highest categories, (c)
investments incidental to loans made by CFC, (d) any deposit that is fully insured by the United
States, (e) loans and grants made by any Governmental Authority to the Borrower under any rural
economic development program, but only to the extent that such loans and grants are non-recourse
to the Borrower, and (f) unretired patronage capital allocated to the Borrower by CFC, a cooperative
from which the Borrower purchases electric power, or a statewide cooperative association of which
Borrower is a member.

(iii) In no event may the Borrower take any action pursuant to subsection (i) if an Event of
Default under this Agreement has occurred and is continuing,

E. Organizational Change. Change its type of organization or other legal structure,
except as permitted by Section 5.02.A. hereof, in which case the Borrower shall provide at least 30
days prior written notice to CFC together with all documentation reflecting such change as CFC may
reasonably require.

F. Notice of Change in Borrower Information. Change its (i) state of incorporation, (ii)
legal name, (iii) mailing address, or (iv) organizational identification number, if it has one, unless the
Borrower provides written notice to CFC at least thirty (30) days prior to the effective date of any
such change together with all documentation reflecting any such change as CFC may reasonably
require.

CFC LOANAG
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ARTICLE VI

EVENTS OF DEFAULT

Section 6.01 The following shall be "Events of Default" under this Agreement:

A. Representations and Warranties. Any representation or warranty made by the
Bon'ower herein, or in any of the other Loan DocuMents, or in any certificate or financial statement
furnished to CFC hereunder or under any of the other Loan Documents shall prove to be false or
misleading in any material respect.

B. Payment. The Borrower shal l  fai l  to pay (whether upon stated maturi ty, by
acceleration, or otherwise) any principal, interest, premium (if any) or other amount payable under
the Note and the Loan Documents within five (5) Business Days after the due date thereof.

c. Other Covenants.

(I) No Grace Period. Failure of the Bon'ower to observe or perform any covenant
or agreement contained in the Project Agreement or in Sections 5.01.A, 5.01 .B,
5.01.D, 5.01.E, 5.01.G, 5.01.1, 5.01 .N, 5.01.0 and 5.02 of this Agreement.

(ii) Thirty Day Grace Period. Failure of the Borrower to observe or perform any
other covenant or agreement contained in this Agreement or any of the other Loan
Documents, which shall remain unremedied for thirty (30) calendar days after written
notice thereof shall have been given to the Borrower by CFC.

D. Legal Existence, Permits and Licenses. The Borrower shall forfeit or otherwise be
deprived of (i) its authority to conduct business in the jurisdiction in which it is organized or in any
other jurisdiction where such authority is required in order for the Borrower to conduct its business in
such jurisdiction or (ii) permits, easements, consents or licenses required to carry on any material
portion of its business.

E. Other CFC Obligations. The Borrower shal l  be in breach or defaul t  of  any
Obligation. which breach or default continues uncured beyond the expiration of any applicable grace
period.

_

F. Other Obligations. The Borrower shall (i) fail to make any payment of any principal,
premium or any other amount due or interest on any indebtedness with parties other than CFC which
shall remain unpaid beyond the expiration of any applicable grace period, or (at) be in breach or
default with respect to any other tem of any evidence of any other indebtedness with parties other
than CFC or of any loan agreement, mortgage or other agreement relating thereto which breach or
default continues uncured beyond the expiration of any applicable grace period, if the effect of such
failure, default or breach is to cause the holder or holders of that indebtedness to cause that
indebtedness to become or be declared due prior to its stated maturity (upon the giving or receiving
of notice, lapse of time, both or otherwise).

G. Involuntary Bankruptcy. An involuntary case or other proceeding shal l  be
commenced against the Borrower seeking liquidation, reorganization or other relief with respect to it
or its debts under bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the
appointment of a trustee, receiver, liquidator, custodian or other similar official of it or any substantial
part of its property and such involuntary case or other proceeding shall continue without dismissal or

CFC LOANAG
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stay for a period of sixty (60) days, or an order for relief shall be entered against the Borrower under
the federal bankruptcy laws or applicable state law as now or hereafter in effect.

H. Insolvency. The Borrower shall commence a voluntary case or other proceeding
seeking liquidation, reorganization or other relief with respect to itself  or its debts under any
bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the appointment of a
trustee, receiver, liquidator, custodian or other similar official of it or any substantial part of its
property, or shall consent to any such relief or to the appointment of or taking possession by any
such official in an involuntary case or proceeding commenced against it, or shall make a general
assignment for the benefit of creditors, or shall admit in writing its inability to, or be generally unable
to, pay its debts as they become due, or shall take any action to authorize any of the foregoing.

I. Dissolution or Liquidation. Other than as provided in subsection H. above, the
dissolution or liquidation of the Borrower, or failure by the Borrower promptly to forestall or remove
any execution, garnishment or attachment of such consequence as will impair its ability to continue
its business or fulfill its obligations and such execution, garnishment or attachment shall not be
vacated within sixty (60) days. The term "dissolution or liquidation of the Borrower", as used in this
subsection, shall not be construed to include the cessation of the corporate existence of the Borrower
resulting either from a merger or consolidation of the Borrower into or with another corporation
following a transfer of all or substantially all its assets as an entirety, under the conditions set forth in
Section 5.02.A.

J. Material Adverse Change. Any material  adverse change in the business or
condition, financial or otherwise, of the Borrower.

K. Monetary Judgment. The Borrower shall suffer any money judgment not covered by
insurance, writ or warrant of attachment or similar process involv ing an amount in excess of
$100,000 and shall not discharge, vacate, bond or stay the same within a period of sixty (60) days,

L. Nonmonetary Judgment. One or more nonmonetary judgments or orders (including,
without limitation, injunctions, writs or warrants of attachment, garnishment, execution, distrait,
replevin or similar process) shall be rendered against the Borrower that, either individually or in the
aggregate, could reasonably be expected to have a material adverse effect upon the business,
operations, prospects, assets, liabilities or financial condition of the Borrower.

ARTICLE VII

REMEDIES

Section 7.01 If any of the Events of Default listed in Section 6 hereof shall occur after the
date of this Agreement and shall not have been remedied within the applicable grace periods
specified therein, then CFC may:

(i)

(ii)

Cease making Advances hereunder,

Declare all unpaid principal outstanding on the Note, all accrued and unpaid interest
thereon, and all other Obligations to be immediately due and payable and the same
shall thereupon become immediately due and payable without presentment, demand,
protest or notice of any kind, all of which are hereby expressly waived,

CFC LOANAG
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(iii) Exercise rights of setoff or recoupment and apply any and all amounts held, or hereby
held, by CFC or owed to the Borrower or for the credit or account of the Borrower
against any and all of the Obligations of the Borrower now or hereafter existing
hereunder or under the Note, including, but not l imited to, patronage capital
allocations and retirements, money due to Borrower from equity certificates purchased
from CFC, and any membership or other fees that would otherwise be returned to
Borrower but excluding any LCTCs purchased by the Borrower pursuant to this
Agreement. The rights of CFC under this section are in addition to any other rights
and remedies (including other rights of setoff or recoupment) which CFC may have.
The Borrower waives all rights of setoff, deduction, recoupment or counterclaim,

(iv) Pursue all rights and remedies available to CFC that are contemplated by the
Mortgage and the other Loan Documents in the manner, upon the conditions, and with
the effect provided in the Mortgage and the other Loan Documents, including, but not
limited to, a suit for specific performance. injunctive relief or damages,

(V) Pursue any other rights and remedies available to CFC at law or in equity.

Nothing herein shall limit the right of CFC to pursue all rights and remedies available to a creditor
following the occurrence of an Event of Default. Each right, power and remedy of CFC shall be
cumulative and concurrent, and recourse to one or more rights or remedies shall not constitute a
waiver of any other right, power or remedy.

ARTICLE VIII

MISCELLANEOUS

Section 8.01 Notices. All notices, requests and other communications provided for herein
including, without limitation, any modifications of, or waivers, requests or consents under, this
Agreement shall be given or made in writing (including, without limitation, by telecopy) and delivered
to the intended recipient at the "Address for Notices" specified below, or, as to any party, at such
other address as shall be designated by such party in a notice to each other party. All such
communications shall be deemed to have been duly given (i) when personally delivered including,
without limitation, by overnight mail or courier service, (ii) in the case of notice by United States mail,
certified or registered, postage prepaid, return receipt requested, upon receipt thereof, or (iii) in the
case of notice by telecopy, upon transmission thereof, provided such transmission is promptly
confirmed by either of the methods set forth in clauses (i) or (ii) above in each case given or
addressed as provided for herein. The Address for Notices of each of the respective parties is as
follows:

National Rural Utilities Cooperative Finance Corporation
2201 Cooperative Way
Herndon, Virginia 20171-3025
Attention: Senior Vice President - Member Services
Fax # 703-709-6776

The Borrower:

The address set forth in
Schedule 1 hereto
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Section 8.02 Expenses. Borrower shall reimburse CFC for any reasonable costs and
out-of~pocket expenses paid or incurred by CFC (including, without limitation, reasonable fees and
expenses of outside attorneys, paralegals and consultants) for all actions CFC takes, (a) to enforce
the payment of any Obligation, to effect collection of any Mortgaged Property, or in preparation for
such enforcement or collection, (b) to institute, maintain, preserve, enforce and foreclose on CFC's
security interest in or Lien on any of the Mortgaged Property, whether through judicial proceedings or
otherwise, (c) to restructure any of the Obligations, (d) to review, approve or grant any consents or
waivers hereunder, (e) to prepare, negotiate, execute, deliver, rev iew, amend or modify this
Agreement, (f ) to prepare, negotiate, execute, del iver, rev iew, amend or modify any other
agreements, documents and instruments deemed necessary or appropriate by CFC in connection
with any of  the foregoing, and (g) to obtain any opinions required to be furnished upon a
Determination of Tax Credit ineligibility and an extraordinary prepayment as set forth in Section 3.04
hereof or a rescission of excess money as set forth in Section 3.05 or a cancellation of excess
moneys as set forth in Section 3.06.

The amount of all such expenses identif ied in this Section 8.02 shall be secured by the
Mortgage and shall be payable upon demand, and if not paid, shall accrue interest at the Default
Rate.

Section 8.03 Late Payments. If payment of any amount due hereunder is not received at
CFC's office in Herndon, Virginia, or such other location as CFC may designate to the Borrower
within five (5) Business Days after the due date thereof, the Borrower will pay to CFC, in addition to
all other amounts due under the terms of the Loan Documents, any late payment charge as may be
feed by CFC from time to time pursuant to its policies of general application as in effect from time to
time.

Section 8.04. Non-Business Day Payments.
hereunder shall become due on a day which is not a Business Day, such payment shall be made on
the next succeeding Business Day and such extension of time shall be included in computing any
interest in respect of such payment.

If any payment to be made by the Borrower

Section 8.05 Filing Fees. To the extent permitted by law, the Borrower agrees to pay all
expenses of CFC (including the reasonable fees and expenses of its counsel) in connection with the
filing, registration, recordation or perfection of the Mortgage and any other security instruments as
may be required by CFC in connection with this Agreement, including, without l imitation, all
documentary stamps, recordation and transfer taxes and other costs and taxes incident to execution,
filing, registration or recordation of any document or instrument in connection herewith. The Borrower
agrees to save harmless and indemnify CFC from and against any liability resulting from the failure to
pay any required documentary stamps, recordation and transfer taxes, recording costs, or any other
expenses incurred by CFC in connection with this Agreement. The provisions of this subsection shall
survive the execution and delivery of this Agreement and the payment of all other amounts due under
the Loan Documents.

Section 8.06 Waiver; Modification. No failure on the part of CFC to exercise, and no delay
in exercising, any right or power hereunder or under the other Loan Documents shall operate as a
waiver thereof, nor shall any single or partial exercise by CFC of any right hereunder, or any
abandonment or discontinuance of steps to enforce such right or power, preclude any other or further
exercise thereof or the exercise of any other right or power. No modification or waiver of any
provision of this Agreement, the Note or the other Loan Documents and no consent to any departure
by the Borrower therefrom shall in any event be effective unless the same shall be in writing by the
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party granting such modification, waiver or consent, and then such modification, waiver or consent
shall be effective only in the specific instance and for the purpose for which given.

SECTION 8.07
JURY TRIAL.

GOVERNING LAW; SUBMISSION TO JURISDICTION; WAIVER OF

(A) THE PERFORMANCE AND CONSTRUCTION OF THIS AGREEMENT AND THE NOTE
SHALL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE
COMMONWEALTH OF VIRGINIA.

(B) THE BORROWER HEREBY SUBMITS TO THE NON-EXCLUSIVE JURISDICTION OF
THE UNITED STATES COURTS LOCATED IN VIRGINIA AND OF ANY STATE COURT SO
LOCATED FOR PURPOSES OF ALL LEGAL PROCEEDINGS ARISING OUT OF OR RELATING
TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY. THE BORROWER
IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY
OBJECTIONS THAT IT MAY NOW OR HEREAFTER HAVE TO THE ESTABLISHING OF THE
VENUE OF ANY SUCH PROCEEDINGS BROUGHT IN SUCH A COURT AND ANY CLAIM THAT
ANY SUCH PROCEEDING HAS BEEN BROUGHT IN AN INCONVENIENT FORUM.

(C) THE BORROWER AND CFC EACH HEREBY IRREVOCABLY WAIVES, TO THE
FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY AND ALL RIGHT TO TRIAL BY
JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT
OR THE TRANSACTIONS CONTEMPLATED HEREBY.

SECTION 8.08 INDEMNIFICATION. THE BORROWER HEREBY INDEMNIFIES AND
AGREES TO HOLD HARMLESS, AND DEFEND CFC AND ITS MEMBERS, DIRECTORS,
OFFICERS, EMPLOYEES, AGENTS, ATTORNEYS AND REPRESENTATIVES (EACH AN
"INDEMNITEE") FOR, FROM, AND AGAINST ALL CLAIMS, DAMAGES, LOSSES, LIABILITIES,
COSTS, AND EXPENSES (INCLUDING, WITHOUT LIMITATION, COSTS AND EXPENSES OF
LITIGATION AND REASONABLE ATTORNEYS' FEES) ARISING FROM ANY CLAIM OR DEMAND
IN RESPECT OF THIS AGREEMENT AND THE OTHER LOAN DOCUMENTS, THE MORTGAGED
PROPERTY, OR THE TRANSACTIONS DESCRIBED IN THIS AGREEMENT AND THE OTHER
LOAN DOCUMENTS AND ARISING AT ANY TIME, WHETHER BEFORE OR AFTER PAYMENT
AND PERFORMANCE OF ALL OBLIGATIONS UNDER THIS AGREEMENT AND THE OTHER
LOAN DOCUMENTS IN FULL, EXCEPTING ANY SUCH MATTERS ARISING SOLELY FROM THE
GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF CFC OR ANY INDEMNITEE INCLUDING
WITHOUT LIMITATION ANY DETERMINATION MADE OR OTHER ACTION TAKEN BY CFC
PURSUANT TO SECTIONS 3.04, 3.05 and 3.06 OF THIS AGREEMENT. NOTWITHSTANDING
ANYTHING TO THE CONTRARY CONTAINED IN SECTION 8.10 HEREOF, THE OBLIGATIONS
IMPOSED UPON THE BORROWER BY THIS SECTION SHALL SURVIVE THE REPAYMENT OF
THE NOTE, THE TERMINATION OF THIS AGREEMENT AND THE TERMINATION OR RELEASE
OF THE LIEN OF THE MORTGAGE.

Section 8.09 Complete Agreement. This Agreement, together with the schedules to this
Agreement, the Note and the other Loan Documents, and the other agreements and matters referred
to herein or by their terms referring hereto, is intended by the parties as a final expression of their
agreement and is intended as a complete statement of the terms and conditions of their agreement.
In the event of any conflict in the terms and provisions of this Agreement and any other Loan
Documents, the terms and provisions of this Agreement shall control.
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Section 8.10 Survival; Successors and Assigns. All covenants, agreements,
representations and warranties of the Borrower which are contained in this Agreement shall survive
the execution and delivery to CFC of the Loan Documents and the making of the Loan hereunder
and shall continue in full force and effect until all of the obligations under the Loan Documents have
been paid in full. All covenants, agreements, representations and warranties of the Borrower which
are contained in this Agreement shall inure to the benefit of the successors and assigns of CFC. The
Borrower shall not have the right to assign its rights or obligations under this Agreement without the
prior written consent of CFC, except as provided in Section 5.02.A hereof.

Section 8.11 Use of Terms. The use of the singular herein shall also refer to the plural, and
vice versa.

Section 8.12 Headings. The headings and sub-headings contained in this Agreement are
intended to be used for convenience only and do not constitute part of this Agreement.

Section 8.13 Severability. If any term, provision or condition, or any part thereof, of this
Agreement, the Note or the other Loan Documents shall for any reason be found or held invalid or
unenforceable by any governmental agency or court of competent jurisdiction, such invalidity or
unenforceability shall not affect the remainder of such term, provision or condition nor any other term,
provision or condition, and this Agreement, the Note and the other Loan Documents shall survive and
be construed as if such invalid or unenforceable term, provision or condition had not been contained
therein.

Section 8.14 Binding Effect. This Agreement shall become effective when it shall have
been executed by both the Borrower and CFC and thereafter shall be binding upon and inure to the
benefit of the Borrower and CFC and their respective successors and assigns.

Section 8.15 Counterparts. This Agreement may be executed in one or more counterparts,
each of which will be deemed an original and all of which together will constitute one and the same
document. Signature pages may be detached from the counterparts and attached to a single copy of
this Agreement to physically form one document.

Section 8.16 Disclosure. This Agreement and any other Loan Document may be shared
by CFC with such Persons as shall be required in order to facilitate the issuance of the CREBs,
including, but not limited to, its attorneys, underwriters and investors in the CREBs.

Section 8.11 Schedule 1. Schedule 1 attached hereto is an integral part of this Agreement.
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed
as of the day and year first above written.

(SEAL)

SULPHUR SPRINGS VALLEY
ELECTRIC COOPERATIVE, INC.

8 - » 4 M »By:

Title: Pre S; fie JT '

Attest:
-secretary'

C H E D E N  w .  H U B E R
CHIEF EXECUTIVE OFFICEFi

NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE CORPORATION

(SEAL)

By: /Mm4zww /9@4 W'
Assistant Secretary-Treasurer

MARIANNE L DUSOLD

Attest:
Assi

we >
rt Secretary- I reasurer

GRAIG CDLANTONI
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LOAN NUMBER

$2,520,000.00

AMOUNT
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SCHEDULE 1

The purpose of this loan is to finance (i) the reimbursement of the cost of the Project of the
Borrower, including any reasonable costs and expenses incurred by the Borrower in
connection with financing the Project, as described and permitted by the terms of the Project
Agreement and (ii) a portion of CFC's costs in issuing the CREBs as set forth in Section
3.02.A.

The Project of the Borrower being financed by the Loan (funded by proceeds of the CREBs)
constitutes the following clean renewable energy facilities:

Sierra Vista School District Photovoltaic Solar Automobile Parking Shade Structure

This project will place photovoltaic modules costing $280,000 each, that will produce 23 kW
of electricity in the shade structures in the nine Sierra Vista School District schools. The PV
structure will provide electricity tO the respective school with excess power flowing to the
Borrower's system.

Subject to the terms of this Agreement, CFC has agreed to loan to the Borrower from
proceeds of the CREBS, an amount not to exceed $2,520,000.00 (the "CFC Commitment").

Draw Period shall mean the period beginning on the Closing Date and ending on the date that
is five (5) years thereafter.

The Borrower shall not purchase the LCTCs or any portion thereof with funds from the Loan.
The Borrower shall use its own funds or funds borrowed under another credit facility to
purchase such LCTCs, subject to the CFC policies regarding LCTCs set forth in the following
paragraph.

CFC Policies Regarding LCTCs: (i) Any solvent Member of CFC with an outstanding LCTC
purchased in connection with a loan from the proceeds of Securities may borrow the
outstanding amount of the LCTC from CFC without a further credit review, for a term equal to
or shorter than the maturity of the LCTC at a rate equal to the comparable rate charged by
CFC for similarly classified loans, and (ii) any Member of CFC with an outstanding LCTC
purchased in connection with a loan from the proceeds of Securities may sell such LCTC to
another Member of CFC for consideration.

The Mortgage shall mean the Restated Mortgage and Security Agreement, dated as of
December 6, 2007, between the Borrower and CFC, as it may have been supplemented,
amended, consolidated, or restated from time to time.

The Note executed pursuant hereto is as follows:

The Subsidiaries of the Borrower referred to in Section 2.01 .B. are: None

The date of the Borrower's balance sheet referred to in Section 2.01 .H is June 30, 2006.

CFC LOANAG
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10.

11.

12.

The Borrower's exact legal name is: Sulfur Springs Valley Electric Cooperative, Inc.

The Borrowers organizational type is: Corporation

The Borrower is organized under the laws of the state of: Arizona

13. The Borrower's organizational identification number is: 0038220-2

14. The place of business or, if more than one, the chief executive office of the Borrower referred
to in Section 2.01.1 is 311 East Wilcox, Sierra Vista, Arizona 85635.

15. The Governmental  Authori ty referred to in Section 2.01.J. is:  Arizona Corporat ion
Commission

16. The address for notices to the Borrower referred to in Section 8.01 is 311 East Wilcox,
Sierra Vista, Arizona 85635, Attention: General Manager, Fax: (520) 384-5223.

CFC LOANAG
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Exhibit A - Funds Requisition Statement

Borrower Name & ID: Sulphur Springs Valley Electric Cooperative, Inc. (AZ014)
Loan Number: AZ014-A-9045-CB001
Loan Agreement and Project Agreement with CFC dated:
CREBs Series: 2008A
CFC CREBs Application #: 16
Name of Project: Sierra Vista School District Photovoltaic Solar Automobile Parking

Shade Structure
Funds Requisition Statement No.:

Amount Requested:
Date Of Advance:

Disposition of Funds (wiring instructions):

Certification

Acting on behalf of the Borrower, I hereby certify that as of the date below: (1) I am duly
authorized to make this certification and to request funds on the terms specified herein,
(2) the Borrower has met all of the conditions contained in the Loan Agreement and the
Project Agreement listed above governing the terms of this Advance that the Borrower is
required to meet prior to an Advance of funds, (3) all of the representations and warranties
contained in said Loan Agreement and Project Agreement are true and will continue to be
true upon use of the funds as hereby requested, (4) no Event of Default, under the Loan
Agreement or the Borrower's Mortgage, has occurred and is continuing, (5) I know of no
other event that has occurred which, with the lapse of time and/or notification to CFC of such
event, or after giving effect to this Advance, would become an Event of Default under the
Loan Agreement or the Borrower's Mortgage, (6) the funds requested herein will be used
only as a reimbursement for the purposes specified in the Loan Agreement and the Project
Agreement, (7) the costs to be reimbursed by the funds requested herein are capital
expenditures and have not previously been reimbursed under a previous Funds Requisition
Statement, (8) the Borrower has secured sufficient funds to complete the Project, (9) any
necessary permits and approvals required for the Project at this point have been obtained,
(10) the Borrower is maintaining a file containing true and correct copies of invoices or bills
of sale covering all items for which payment is sought by this request, (11) such costs have
been incurred and paid by the Borrower in connection with the Project, (12) the Borrower is
not using the funds requested hereby to make any payments of principal or interest due
under the Loan Agreement, (13) no expenditure which is being reimbursed by the funds
requested hereby was paid more than eighteen months after the later of (i) the date the
expenditure is paid or (ii) the date the Project is placed in service, but in no event later than
three years after the date the original expenditure was paid, and (14) set forth below is a
table listing all of the major components of the Project, how much is being requested in this
Funds Requisition Statement as an advance for certain components, how much has been
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Percentage
Complete
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advanced on each component to date, the percentage of each component that is completed
to date, and the purpose of the advance(s) being requested by this Funds Requisition
Statement.

I hereby authorize CFC, for and on behalf of the Borrower, to forward this Funds Requisition
Statement to the Trustee for disbursement of the Advance from the Project Account relating
to the above Loan to the Borrower on the following terms, and hereby acknowledge and
agree that such terms shall be binding upon Borrower under the provisions of the Loan
Agreement governing this Advance:

Certified By:

Signature Date Title of Authorized Officer

PLEASE FAX TO 703-709-6776 ATTN : , Associate Vice President

APPROVED:

NATIONAL RURAL UTILITIES COOPERATIVE FINANCE CORPORATION

By:
Title:
Date:
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EXHIBIT B

BRING-DOWN CERTIFICATE
OF

BORROWER

T h e  u n d e r s i g n e d , ,  d u l y  q u a l i f i e d  o f f i c e r s  o f  S U L P H U R  S P R I N G S
V A LLE Y  E LE C TR I C  C O O P E R A TI V E ,  I N C .  ( t he  "bo r row er " ) ,  an  A r i zona  co rpo ra t i on ,  he reby  ce r t i f y
as fo l lows:

1 . T h e  f o l l o w i n g  d o cu m e n t s  h a ve  b e e n  d u l y  e xe cu t e d ,  a n d  d e l i ve re d  o r  a cce p t e d  i n  t h e
name and on behal f  o f  t he Borrower by the author i zed of f i cer  or  o f f i cers  o f  t he Borrower pursuant  to ,
and in fu l l  compl iance wi th,  author i t y  granted by the Board of  Trustees/Di rectors of  the Borrower:

DOCUMENT DATE OTHER PARTY OR PARTIES

Loan Agreement  ( t he
"Agreem ent " )

1 2 0 0 Nat ional  Rural  Ut i l i t ies Cooperat ive
F inance  Corpora t i on ( "CFC" )

Pro jec t  Agreement  ( t he ' P ro j ec t
Agreement " )

1 200_

Note ( the "Note") 1 200_

2 . Each o f  t he  representa t i ons  and warran t i es  o f  t he  Borrower  i n  t he  Loan Agreement  and
the Project Agreement  a re  t rue  and cor rec t on and as of the date hereof  ( the "C losing Date") , and the
Borrower has compl ied w i th  a l l  agreements  and sat i s f i ed  a l l  cond i t i ons on i t s  par t  t o  be observed or
sat isf ied thereunder at  or pr ior to the Closing Date.

In  WITNESS WHEREOF,  the unders igned have hereunto set  the i r  s ignatures th i s
,  2008.

day  o f

S U L P H U R  S P R I N G S  V A L L E Y  E L E C T R I C
C O O P E R A TI V E ,  I N C .

B y
Ti t le:

B y
Tit le;

CFC LOANAG
AZ014-A-9046-CB001 (JABLONJ )
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EXHIBIT C

COMPLETION CERTIFICATE
OF

BORROWER

P u r s u a n t  t o  t h e  L o a n  A g r e e m e n t  d a t e d  a s  o f b y  a n d  b e t w e e n  S U L P H U R
S P R I N G S  V A L L E Y  E L E C T R I C  C O O P E R A T I V E ,  I N C .  ( t h e  "B o r ro w e r " )  a n d  N a t i o n a l  R u ra l  U t i l i t i e s
Coopera t i ve  F i nance  Corpora t i on  ( "CFC" )  re l a t i ng  t o  CFC Loan  Num ber  AZ014-A -9046-CB001  ( t he
" L o a n  A g r e e m e n t " ) ,  t h e  u n d e r s i g n e d , ,  d u l y  q u a l i f i e d  o f f i c e r  o f  t h e
Borrower,  hereby cert i f ies as fo l lows:

(i ) O n  [ d a t e  o f  c o m p l e t i o n ]  a l l  p o r t i o n s  o f  t h e  P r o j e c t  ( a s  d e f i n e d  i n  t h e  L o a n
A g r e e m e n t )  h a v e  b e e n  f u l l y  c o m p l e t e d  s u b s t a n t i a l l y  i n  a c c o r d a n c e  w i t h  a n y  p l a n s  a n d
speci f i cat ions therefore,  as then amended,  and

(i i ) A m o u n t  a d v a n c e d  o n  t h e  L o a n  (a s  d e f i n e d  i n  t h e  L o a n  A g re e m e n t )  a n d  t h e
use  o f  t he  p rope r t y  f i nanced ,  re f i nanced  o r  re i m bursed  t he re f rom  w i l l  no t  cause  any  o f  t he
representa t i ons  o r  cer t i f i ca t i ons  con ta i ned  i n  t he  Pro jec t  Agreement  (as  de f i ned  i n  t he  Loan
Agreement ) to be unt rue or resul t  in  a v io lat ion of  any covenant  in  the Project  Agreement .

In WITNESS WHEREOF,  the undersigned have hereunto set  h is/her s ignature th is
,  20 .

day of

S U L P H U R  S P R I N G S  V A L L E Y  E L E C T R I C
C O O P E R A T I V E ,  I N C .

B y
Ti t le:

CFC LOANAG
AZ014-A-9046-CB001 (JABLONJ)
117506-2
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EXHIBIT D

TERMINATION CERTIFICATE
OF

BORROWER

P u r s u a n t  t o  t h e  L o a n  A g r e e m e n t  d a t e d  a s  o f b y  a n d  b e t w e e n  S U L P H U R
S P R I N G S  V A L L E Y  E L E C T R I C  C O O P E R A T I V E ,  I N C .  ( t h e  "B o r ro w e r " )  a n d  N a t i o n a l  R u ra l  U t i l i t i e s
Coopera t i ve  F i nance  Corpora t i on  ( "CFC" )  re l a t i ng  t o  CFC Loan  Num ber  AZD14-A  9046-CB001  ( t he
" L o a n  A g r e e m e n t " ) ,  t h e  u n d e r s i g n e d , ,  d u l y  q u a l i f i e d  o f f i c e r  o f  t h e
Borrower,  hereby cert i f i es as fo l lows:

(i ) a l l  po r t i ons  o f  t he  P ro j ec t  (as  de f i ned  i n  t he  Loan  Agreem ent )  have  no t  been
fu l l y  completed substant ia l l y  in  accordance wi th any p lans and speci f i cat ions therefor,  as then
a m e n d e d ,

(i i ) no fur ther acquis i t i on,  const ruct ion or insta l la t ion w i l l  occur w i th  respect  to  the
Pro ject  (as def ined in  the Loan Agreement ) ,  and

(i i i ) t he  Bo r row er  does  no t  i n t end  t o  reques t  any  f u r t he r  Advances  (as  de f i ned  i n
the Loan Agreement )  on the Loan (as  def i ned i n  t he Loan Agreement ) .

In WITNESS WHEREOF,  the undersigned have hereunto set  h is/her s ignature th is
,  20 .

day  o f

S U L P H U R  S P R I N G S  V A L L E Y  E L E C T R I C
C O O P E R A T I V E ,  I N C .

B y
Tt leg

CFC LOANAG
AZ014-A-9046-CB001 (JABLONJ )
117606-2



SECURED PROMISSORY NOTE

/8* 9/ so;
SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC., an Arizona corporation

(the "Bon*ower"), for value received, hereby promises to pay, without setoff, deduction,
recoupment or counterclaim, to the order of NATIONAL RURAL UTILITIES COOPERATIVE
FINANCE CORPORATION (the "Payee"), at its office in Hemdon, Virginia office or such other
location at its office in Hemdon, Virginia or such other location as the Payee may designate to
the Borrower, in lawful money of the United States, the principal sum of TWO HUNDRED
EIGHTY THOUSAND AND 00/100 DOLLARS ($280,000.00), or such lesser sum of the
aggregate unpaid principal amount of all advances made by the Payee pursuant to that certain
Loan Agreement dated as of even date herewith between the Borrower and the Payee, as it
may be amended from time to time (herein called the "Loan Agreement"), and to pay interest on
all amounts remaining unpaid hereunder from the date of each advance in like money, at said
office, at the rate and in amounts and payable on the dates provided in the Loan Agreement
together with any other amount payable under the Loan Agreement. If not sooner paid, any
balance of the principal amount and interest accrued thereon shall be due and payable on the
Maturity Date.

$280,000.00 dated as of

This Note is secured under a Restated Mortgage and Security Agreement, dated of
December 6, 2007 between the Borrower and the Payee, as it may have been or shall be
supplemented, amended, consolidated or restated from time to time ("Mortgage"). This Note is
one of the Notes referred to in, and has been executed and delivered pursuant to, the Loan
Agreement.

The principal hereof and interest accrued thereon and any other amount due under the
Loan Agreement may be declared to be forthwith due and payable in the manner, upon the
conditions, and with the effect provided in the Mortgage or the Loan Agreement.

The BolTower waives demand, presentment for payment, notice of dishonor, protest,
notice of protest, and notice of non-payment of this Note.

I
I

IN WITNESS WHEREOF the Borrower has caused this Note to be signed in its corporate
name and its corporate seal to be hereunto affixed and to be attested by its duly authorized
officers, all as of the day and year first above written.

SULPHUR SPRINGS VALLEY
ELECTRIC COOPERATIVE, INC.

(SEAL)
_, o f

Title: lf»-¢s2Ae~IT
By: n

Attest:
seefetefv

Loan No. AZ014-A-9047-CB001

CREDEN w. HUBER
CHIEF EXECUTIVE OFFICER f
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PROJECT AGREEMENT

OF

SULPHUR SPMNGS VALLEY ELECTRIC COOPERATIVE, INC. (THE "BonRowER")

DATED: as of I9/W PM
The undersigned is a duly qualified officer of the Borrower named above and, as such

officer, is familiar with (i) the properties, affairs and records of the Borrower, (ii) the issuance of
the Securities (as hereinafter defined) and the use of the proceeds thereof as it relates to the
Borrower and (iii) the Project, as hereinafter defined.

In connection with the issuance of the Clean Renewable Energy Bonds (Cooperative
Renewable Energy Projects) Series 2008A (the "Securities "),being issued by the National Rural
Utilities Cooperative Finance Corporation (the "Issuer"), the undersigned hereby certifies and
covenants regarding the use of the proceeds of the Securities advanced to the Borrower, as
follows:

1. General.

1.1

I

This Project Agreement is made pursuant to Section 54 of the Internal Revenue
Code of 1986, as amended (the "Code"), and any United States Treasury
regulations and other guidance thereunder to make the certifications required by
Section 54 of the Code and any United Stares Treasury regulations and other
guidance thereunder and to establish the reasonable expectations of the Borrower
with respect to the amount and use of amounts to be advanced to the Borrower
pursuant to the Loan Agreement dated as of even date herewith between the
Issuer and the Borrower (the "Loan Agreement "). Capitalized terms used herein
are defined where they Erst appear or are defined in Exhibit A attached hereto.

1.2 This Project Agreement is based on facts and estimates in existence on the date
hereof and the continued veracity of these facts and estimates as of the date that
the Securities are issued (the "Closing") will be confirmed by the Borrower on
the date of Closing, and on the basis of such facts and estimates, the Borrower
expects that the events described herein will occur. To the best  of  the
undersigned's knowledge, information, and belief, the expectations contained in
this Project Agreement are reasonable.

1.3 The Borrower is a Qualified Borrower, as defined in Exhibit A, and is responsible
for the acquiring/constructing/equipping of the Project (defined below). The
undersigned has reviewed this Project Agreement, as well as the provisions of
Section 54 of the Code and any United States Treasury regulations and other
guidance thereunder, with its own legal counsel and understands and is familiar
with this Project Agreement and the provisions of Section 54 and any United
States Treasury regulations and other guidance thereunder. The Borrower will

CFC DOC
AZ014-A-9047-CB001 (JABLONJ )
117519-1
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comply in all respects with the provisions of Section 54 and»any United States
Treasury regulations and other guidance thereunder.

1.4 The Borrower agrees to keep and retain or cause to be kept and retained sufficient
records to demonstrate compliance with the covenants in this Project Agreement.
Such records shall include, but are not limited to, basic records relating to the
issuance of the Securities (including this Project Agreement and the inducement
resolution as described in Section 3.3 hereof); documentation evidencing the
expenditure of  amounts advanced to the Borrower pursuant to the Loan
Agreement; documentation evidencing the use of property financed with amounts
advanced to the Borrower pursuant to the Loan Agreement; and documentation
evidencing all sources of payment or security maintained by the Borrower for
amounts advanced to the Borrower pursuant to the Loan Agreement. Such
records shall be kept until the date three (3) years alter the CREB Maturity Date.

1.5 Neither the Borrower nor any Related Person (as defined in Exhibit A) to the
Borrower will purchase any Securities.

2. Qualified Project.

2.1 The Loan Agreement requires the amounts advanced thereunder to be used for
facilities to be owned by the Borrower, described in more detail in Section 2.2
hereof and in ExhibitB attached hereto as the "Updated Description of the
Project" (the "Project"). The Project was originally described in an exhibit to the
Application for National Clean Renewable Energy Bond Limitation submittal to
the Internal Revenue Service by the Issuer in support of the national clean
renewable energy bond allocation received by the Issuer, which "Original
Description of the Project" is attached hereto as Exhibit C.

2.2 The Project is a Solar Energy Facility (the "Qua lyifing Facility"), as defined in
Exhibit A and property functionally related and subordinate thereto, as tixrther
described inExhibit B, attached hereto.

3. Clean Renewable Energy Bonds Qualification.

3.1 At least 95 percent of the proceeds advanced to the Borrower pursuant to the Loan
Agreement will be used by the Borrower for capita] expenditures with respect to
the Project. None of the proceeds of the Loan (as defined in the Loan Agreement)
will be paid to the Issuer, the Borrower or any Related Person to the Issuer or the
Borrower, except for amounts paid to the Borrower to reimburse the Borrower for
actual and direct expenditures relating to the Project paid by the Borrower to
persons other than the Issuer, the Borrower or any Related Person to the Issuer or
the Borrower.

3.2 The Borrower has incurred or will, within six months of the Closing Date, incur a
substantial binding obligation (not subject to contingencies within the control of
the Issuer, the Borrower or any Related Person to either of them) to a third party

CFC DOC
A2014-A-9047-CB001 (JABLONJ)
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to expend at least ten percent of the Loan Amount (i.e. the total amount to be
advanced to the Borrower pursuant to the Loan Agreement). It is expected that
the work of acquiring/constructing/equipping the Project and the expenditure of
the Loan Amount will proceed with due diligence through June 16, 2008, at
which time it is anticipated that the Loan Amount will have been spent in its
entirety. The Borrower acknowledges that, to the extent that less than 95 percent
of die Loan Amount is expended by a date five years from the date of issuance of
the Securities, the Borrower will be required to prepay its Loan in an amount, and
the Issuer will redeem Securities at the end of such five-year period in an amount
necessary to maintain the tax credit with respect to the Securities, unless
otherwise permitted by Section 6.5 hereof

It is expected that all amounts advanced to the Borrower under the Loan
Agreement will be spent to pay costs of the Project in accordance with the
estimated periodic drawdown schedule contained in Exhibit D, attached hereto
The assumptions set forth in this Section 3.2 and on Exhibit D, attached hereto
represent the Borrower's best estimate, as of this date, of the periodic drawdown
schedule of the Loan Amount

3.3 The Borrower may use amounts advanced to the Borrower under the Loan
Agreement to reimburse itself for expenditures paid prior to the date of issuance
of the Securities. The Borrower shall reimburse itself for expenditures paid prior
to the date of issuance of the Securities only if such expenditure was paid after die
Borrower adopted an inducement resolution, and the expenditure is described in
such inducement resolution

Except for any reimbursement allowed under this Section 3.3, no portion of the
proceeds advanced to the Borrower will be used to pay for expenditures relating
to acquiring existing facilities (as contrasted with costs of enhancements, repair or
rehabilitation of existing facilities)

The Borrower shall use proceeds of the Loan to reimburse itself for
expenditures paid prior to the date the Securities were issued only if such
reimbursement is made within eighteen months after the later of (i) the date
the expenditure is paid or (ii) the date the Project is placed in service, but in
no event later than three years after the date the original expenditure was
paid

i

3.4 Neither the Project nor any portion thereof has been, is expected to be, or will be
sold or otherwise disposed of, in whole or in part, prior to the last maturity date of
the Securities E

K

3.5 The Borrower has entered into the Loan Agreement of even date hereof under
which it is committed to borrow $280,000 from the Issuer of the Securities and
the Borrower reasonably expects to borrow and expend the full amount of such
commitment 5

CFC DOC
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3.6 At least 75% of the Loan Amount is expected to be used for Construction
Purposes.

3.7 The Borrower will not use proceeds of the Loan (i) to pre-pay for goods or
services to be received over a period of years prior to the date such goods or
services are to be received, or (ii) to pay for or otherwise acquire goods or
services from an Affiliated Person, as defined inExhibit A. .

3.8 The Borrowershall atall times be a QualifiedBorrower.

4. Remedial Action.

4.1 The Borrower agrees to operate the Project as a Qualifying Facility.

The Borrower acknowledges that if property financed with proceeds of the
Securities advanced to the Borrower is operated in a manner other than as a
Qualifying Facility such operation may constitute a "deliberate action" that may
require remedial actions to prevent the tax credit being produced by the Securities
from being disallowed.

The Borrower shall promptly contact the Issuer as provided in Section 6.3 hereof
if it considers operating property financed with proceeds of the Loan other than as
a Qualifying Facility.

4.2 The Borrower acknowledges that if property financed with proceeds of the Loan
is sold or otherwise disposed of in a manner contrary to the provisions of
Section 3.4 hereof; such sale or disposition may constitute a "deliberate action"
that may require remedial actions toprevent the tax credit being produced by the
Securities from being disallowed. If the Borrower considers the sale or other
disposition of property financed with proceeds of the Loan, it shall promptly
contact the Issuer, in the manner set forth in Section 6.3 hereof

I

5. Funds and Accounts: Investments.

5.1 After the issuance of the Securities, neither the Borrower nor any Related Person
to the Borrower has or will have any property, including cash, securities or any
other property held as a passive vehicle for the production of income or for
investment purposes, that constitutes:

(i) amounts that have a sufficiently direct nexus to the Securities or to
the governmental purpose of the Securities to conclude that the amounts would
have been used for that governmental purpose if the Securities were not used or to
be used for that governmental purpose (the mere availability or preliminary
eannarldng of such amounts for a governmental purpose, however, does not itself
establish such a sufficient nexus),

E
g
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(ii) amounts in a debt service sind, redemption fund, reserve fund,
replacement fund or any similar fund to the extent reasonably expected to be used
directly or indirectly to pay principal of or interest on the Securities or any
amounts for which there is provided, directly or indirect, a reasonable assurance
that the amount will be available to pay principal of or interest on the Securities or
any credit enhancement or liquidity device with respect to the Securities, even if
the Issuer, the Borrower or any Related Person to either of them encounter
financial difficulties; or

(i i i) any amounts held pursuant to any agreement (such as an agreement
to maintain certain levels of types of assets) made for the benefit of the holders of
the Securities or any credit enhancement provider, 'including any liquidity device
or negative pledge (e.g., any amount pledged to pay principal of or interest on an
issue held under an agreement to maintain the amount at a particular level for the
direct or indirect benefit of holders of the Securities or a guarantor of the
Securities).

No compensating balance, liquidity account, negative pledge of property held for
investment purposes required to be maintained at least at a particular level or
similar arrangement exists with respect to, in any way, the Securities or any credit
enhancement or liquidity device related to the Securities.

5.2 During the acquiring/constructing/equipping of the Project, the Borrower will
only draw down amounts from the Issuer for capital expenditures already paid by
the Borrower.

5.3 Neither die Borrower nor any Related Person to the Borrower will enter into any
hedge (e.g., an interest rate swap, interest rate cap, futures contract, forward
contract or an option) with respect to the Loan or the Securities.

5.4 All property subject to the Mortgage is and will be used by the Borrower in the
conduct of its trade or business. The Borrower reasonably expects to repay the
Loan from current operating revenues. The Mortgage does not require that cash,
securities, obligations, annuity contracts or other property held principally as a
passive vehicle for the production of income be maintained, individually or
collectively, at any particular level.

6. Miscellaneous. 5
I
56.1 This Project Agreement shall be governed by and construed in accordance with

the laws of the Commonwealth of Virginia.

6.2
8

Prior to the date 15 days before the Securities were sold, neither the Borrower nor
any Related Person to the Borrower has sold or delivered any obligations that are
reasonably expected to be paid out of substantially the same source of funds as the
Securities. Neither the Borrower nor any Related Person to the Borrower will sell

I

t
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or deliver within 15 days airer the date hereof any obligations that are reasonably
expected to be paid out of substantially the same source of funds as the Securities.

6.3 All notices provided for herein shall be given or made in writing (including,
without limitation, by telecopy) and delivered to the Issuer at the "Address for
Notices" specified below. All such communications shall be deemed to have
been duly given (i) when personally delivered including, without limitation, by
overnight mail or courier service, (ii) in the case of notice by United States mail,
certified or registered, postage prepaid, return receipt requested, upon receipt
thereof; or (iii) in the case of notice by telecopy, upon transmission thereof,
provided such transmission is promptly confirmed by either of the methods set
forth in clauses (i) or (ii) above in each case given or addressed as provided for
herein. The Address for Notices of the Issuer is as follows:

National Rural Utilities Cooperative Finance Corporation
2201 Cooperative Way
Herndon, Virginia 20171-3025
Attention: Senior Vice President - Member Services
Fax #703-709-6776

6.4 The Borrower represents that it has not been contacted by the Internal Revenue
Service or any issuer of bonds, the proceeds of which were loaned to the
Borrower regarding any examination of any tax exempt bonds issued for the
benefit of the Borrower. To the best of the knowledge of the Borrower, no such
obligations of the Borrower are currently under examination by the Internal
Revenue Service.

6.5 Any restriction or covenant contained herein need not be observed or may be
changed if such nonobservance or change will not result in the loss of any tax
credit under Section 54 of the Code for the purpose of federal income taxation to
which the Securities is otherwise entitled and the Borrower receives an opinion of
Bond Counsel to such effect and the Issuer agrees to such nonobservance or
change.

6.6 If any clause, provision or section of this Project Agreement is ruled invalid by
any court of competent jurisdiction, the invalidity of such clause, provision or
section shall not affect any of theremaining clauses, sections or provisions hereof

6.7 The terms, provisions, covenants and conditions of this Project Agreement shall
bind and inure to the benefit of the respective successors and assigns of the Issuer
and the Borrower.

6.8 This Project Agreement shall terminate on the date three (3) years after the CREB
Maturity Date.

CFC DOC
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The undersigned acknowledge that this Project Agreement is given as a basis for an
opinion of the law lim of Chapman and Cutler LLP, Chicago, Illinois, and such firm is hereby
authorized to rely on this Project Agreement.

r
I DATED as of the day and year first above written.

SULPHUR SPRINGS VALLEY ELECTRIC
COOPERATIVE, INC.

Q
B y 492=0_ Yv\.(*¢

Title Preof 8 a.~T
I
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Exmnn A

DEFINITIDNS

"Affiliated Person " means any Person that (a) at any time during the six months prior to
the Closing Date, (i) has more than five percent of the voting power of the governing body of the
Issuer or the Borrower in the aggregate vested in its directors, officers, owners, and employees or
(ii) has more than five percent of the voting power of its governing body in the aggregate vested
in directors, officers, board members, owners, members or employees of the Issuer or the
Borrower or (b) during the one-year period beginning six months prior to the Closing Date, (i)
the composition of the governing body of which is modified or established to reflect (directly or
indirectly) representation of the interests of the Issuer or the Borrower (or for which an
agreement, understanding, or arrangement relating to such a modification or establishment
during that one-year period) or (ii) the composition of the governing body of the Issuer or the
Borrower is modified or established to reflect (directly or indirectly) representation of the
interests of such Person (or for which an agreement, understanding, or arrangement relating to
such a modification or establishment during that one-year period).

"Bond Counsel" means Chapman and Cutler LLP or any other nationally recognized
firm of attorneys experienced in the field of municipal obligations whose opinions are generally
accepted by purchasers of municipal obligations.

"Closing Date " means the date the Issuer issues the Securities.

"Code " means the Internal Revenue Code of 1986, as amended.

"Constmeted Personal Property" means tangible personal property (or, if acquired
pursuant to a single acquisition contract, properties) or Specially Developed Computer Software
if (i) a substantial portion of the property or properties is completed more than six (6) months
after the earlier of the date construction or rehabilitation commenced and the date the Borrower
entered into an acquisition contract, (ii) bed on the reasonable expectations of the Borrower, if
any, or representations of the person constructing the property, with the exercise of due
diligence, completion of construction or rehabilitation (and delivery to the issuer) could not have
occurred within that six-month period; and (iii) if the Borrower itself builds or rehabilitates the
property, not more than 75 percent of the capitalizable cost is attributable to property acquired by
the Borrower (e.g., components, raw materials, and other supplies).

i

I

"Construction Purposes " means capital expenditures that are allocable to the cost of Real
Property or Constructed Personal Property. Except as provided in the next succeeding sentence,
construction expenditures do not include expendimres for acquisitions of interests in land or
other existing real property. Expenditures are not for the acquisition of an interest in existing
real property other than land if the contract between the seller and the Borrower requires the
seller to build or install the property (e.g., a turnkey contract), but only to the extent that the
property has not been built or installed at the time the parties enter into the contract.

CFC DOC
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"Control" means the possession, directly or indirectly through others, of either of the
following discretionary and non-ministerial rights or Powers over another entity (i) to approve
and to remove without cause a controlling portion of the governing body of a Controlled Entity,
or (ii) to require die use of fids or assets of a Controlled Entity for any purpose.

"Controlled Entity" means any entity or one of a group of entities that is subject to
Control by a Controlling Entity or group of Controlling Entities. .

"Controlled Group " means a group of entities directly or indirectly subject to Control by
the same entity or group of entities, including the entity that has the Control of the other entities.

"Controlling Entity " means any entity or one of a group of entities directly or indirectly
having Control of any entities or group of entities.

"CREBMaturely Date " shall have the meaning ascribed to it in the Loan Agreement.

"Governmental Body" means any State, territory, possession of the United States, the
District of Columbia, Indian tribal government, and any political subdivision thereof

"Mortgage " means the mortgage and security agreement applicable to substantially all of
the property of the Borrower. `

"Qualified Borrower" means (i) a mutual or cooperative electric company described in
Sections 501(c)(12) or l381(a)(2)(C) of the Code, or (ii) a Governmental Body (as defined
above).

"Real Property" means land and improvements to land, such as buildings or other
inherently permanent structures, including interests in real property, For example, real property
includes wiring in a building, plumbing systems, central heating or air-conditioning systems,
pipes or ducts, elevators, escalators installed in a building, paved parking areas, roads, wharves
and docks, bridges, and sewage lines.

"Related Person " means any member of the same Controlled Group as the Issuer or the
Borrower and any person related to the Issuer or a Borrower wi thin the meaning of
Section 144(a)(3) of the Code.

"Solar Energy Facility " means a facility using solar energy to produce electricity.

"Specially Developed Computer Software" means any programs or routines used to
cause a computer to perform a desired task or set of tasks, and the documentation required to
describe and maintain those programs, provided that the software is specially developed and is
functionally related and subordinate to real property or other constructed personal property.

"Tangible Personal Property" means any tangible property other than real property,
including interests in tangible personal properly. For example, tangible personal property

3
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includes machinery that is not a structural component of a building, subway cars, fire trucks,
automobiles, office equipment, testing equipment, and filmishings.
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Low harmonics
Inverter must disconnect in the event grid power is lost
Lockable safety switch located between the inverter and meter socket

TRAINING REQUIREMENTS :

The Contractor will prov ide suff icient time with the site owner to explain how to
disconnect the system, locate inverter, identify all junction boxes between the modules, and
identify any system warning lights or displays. Contractor will also provide system manual with
basic operating instructions and all the associated warranty information and manufacturer
contacts listed.
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EXHIBIT D

MONTHLY DRAWDOWN SCHEDULE OF AMOUNTS TO BE ADVANCED TO THE

BORROWER PURSUANT TO THE LOAN AGREEMENT

DATE on WHICH PRocEEI>s ARE
EXPECrED To BE EXPENDED

AMOUNTS OF PROCEEDS TO BE
EXPENDED

June 16, 2008 $280,000
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SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC.

To

NATIONAL RURAL UT1uT1Es
COOPERATIVE FINANCE CORPORATION

Issuer

LOAN AGREEMENT

Dated as of A? , 2002

Clean Renewable Energy Bonds
(Cooperative Renewable Energy Projects) Series 2008A

of National Rural Utilities Cooperative Finance Corporation
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LOAN AGREEMENT

LOAN AGREEMENT (this "Agreement") dated as of ,
between SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC. ("Borrower"), a
corporation organized and existing under the laws of the State of Arizona and NATIONAL RURAL
UTILITIES COOPERATIVE FINANCE CORPORATION ("CFC"), a cooperative association
organized and existing under the laws of the District of Columbia.

RECITALS

WHEREAS, the Borrower has applied to CFC for a loan for the purposes set forth in
Schedule 1 hereto, and CFC is willing to make such a loan to the Borrower on the terms and
conditions stated herein, and

WHEREAS, the Borrower has agreed to execute a promissory note to ev idence an
indebtedness in the aggregate principal amount of the CFC Commitment (as hereinafter defined).

now, THEREFORE, for and in consideration of the premises and the mutual covenants
hereinafter contained, the parties hereto agree and bind themselves as follows:

ARTICLE I

DEFINITIONS

Section 1.01 For purposes of this Agreement, the following capitalized terms shall have the
following meanings (such definitions to be equally applicable to the singular and the plural form
thereof). Capitalized terms that are not defined herein shall have the meanings as set forth in the
Mortgage.

"Accounting Requirements" shall mean any system of accounts prescribed by a federal
regulatory authority having jurisdiction over the Borrower or, in the absence thereof, the requirements
of GAAP applicable to businesses similar to that of the Borrower.

"Advance" shall mean each advance of funds by CFC to the Borrower pursuant to the terms
and conditions of this Agreement, including the initial Advance and the Primary Advance.

"Authorized Officer of the Borrower" means the Chairman, General Manager or Chief
Financial Officer of the BorTower or any other person authorized by the Board of the Borrower so to
act or any other person performing a function similar to the function performed by any such officer or
authorized person.

"Average DSC Ratio" shall mean the average of the Borrowel*s two highest annual DSC
Ratios during the most recent three calendar years.

"Bond Counsel" means an attorney at law or a firm of attorneys (designated by CFC and
acceptable to the Trustee) of nationally recognized standing in matters pertaining to the tax-exempt
nature of interest or tax credits on bonds issued by states and their political subdivisions, duly
admitted to the practice of law before the highest court of any state of the United States of America.

CFC LOANAG
AZ014-A-9047-CB001 (JABLONJ )
117G08-2



4

2
lm

"Business Day" shall mean any day that both CFC and the depository institution CFC
utilizes for funds transfers hereunder are open for business.

"CFC Commitment" shall have the meaning as defined in Schedule 1.

"CFC CREB Rate" shall mean the interest rate charged by CFC for loans made by CFC from
proceeds of the CREBs which rate shall not exceed one hundred and fifty basis points (150/100 of
1%) per annum.

"Closing Date" shall mean the date CFC issues the CREBS.

"Code" shall mean the Internal Revenue Code of 1986, as supplemented and amended.

"Completion Certificate" shal l  mean the cert i f i cate of  the Borrower requi red by
Section 5.01 .p of this Agreement, substantially in the form of Exhibit C hereto.

"CREBs" shall mean the series of Securities issued by CFC to provide financing for the
Project.

"CREB Maturity Date" shall mean the maturity date of the CREBS, which shall be the
December 15th prior to the Maximum CREB Term Anniversary Date.

"Debt Service Coverage ("DSC") Ratio" shall mean the ratio determined as follows: for any
calendar year add (i) Operating Margins, (ii) Non-Operating Margins--Interest, (iii) Interest Expense,
(iv) Depreciation and Amortization Expense, and (v) cash received in respect of generation and
transmission and other capital credits, and divide the sum so obtained by the sum of all payments of
Principal and Interest Expense required to be made during such calendar year, provided, however,
that in the event that any amount of Long-Term Debt has been refinanced during such year, the
payments of Principal and Interest Expense required to be made during such year on account of
such refinanced amount of Long-Term Debt shall be based (in lieu of actual payments required to be
made on such refinanced amount of Long-Term Debt) upon the larger of (i) an annualization of the
payments required to be made with respect to the refinancing debt during the portion of such year
such refinancing debt is outstanding or (ii) the payment of Principal and Interest Expense required to
be made during the following year on account of such refinancing debt.

"Default Rate" shall mean a rate per annum equal to one hundred and ffty basis points
(150/100 of 1%).

"Depreciation and Amortization Expense" shal l  mean an amount constituting the
depreciation and amortization of the Borrower computed pursuant to Accounting Requirements.

"Determination of Tax Credit Ineligibility" shall mean a determination that a particular
series of Securities does not qualify for a tax credit for the owner thereof under Section 54 of the
Code, which determination shall be deemed to have been made upon the occurrence of the first to
occur of the following:

(a) the date on which CFC determines that there is a significant likelihood that a
particular series of Securities may not qualify for a tax credit, if  such determination is
supported by a written opinion of Bond Counsel to that effect, or
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(b) ' the date on which CFC shall receive notice in writing that the Trustee has been
advised by the owner of any Security that a particular series of Securities does not qualify for
a tax credit for the owner thereof, based upon a final determination made either by: (A) the
Internal Revenue Service in a published or private ruling or technical advice memorandum or
(B) any court of competent jurisdiction in the United States of America, as a result of a failure
by CFC or any borrower to observe any agreement or representation in the Tax Compliance
Agreement or a Loan Agreement or Project Agreement relating to the proceeds of the
Securities. Any such determination will not be considered final for this purpose unless the
Owner of the Securities involved in the proceeding or action resulting in the determination (i)
gives CFC and the Trustee prompt written notice of the commencement thereof and (ii) if
CFC agrees to pay all expenses in connection therewith and to indemnify such Owner of the
Securities against aft liabilities in connection therewith, offers CFC an opportunity to contest
the determination, either directly or in the name of the Owner of the Securities, and until
conclusion of any review, if sought.

"Distributions" shall mean, with respect to the Borrower, any dividend, patronage refund,
patronage capital retirement or cash distribution to its members, or consumers (including but not
limited to any general cancellation or abatement of charges for electric energy or services furnished
by the Borrower). The term "Distribution" shall not include (a) a distribution by the Borrower to the
estate of a deceased patron, (b) repayment by the Borrower of a membership fee upon termination of
a membership, or (c) any rebate to a patron resulting from a cost abatement received by the
Borrower, such as a reduction of wholesale power cost previously incurred.

"Draw Period" shall have the meaning as described in Schedule 1 hereto.

"Environmental Laws" shall mean all laws, rules and regulations promulgated by any
Governmental Authority, with which Borrower is required to comply, regarding the use, treatment

distribution, transport, release of or exposure to any Hazardous Material.
discharge, storage, management handling, manufacture, generation, processing, recycling

"Equity" shall mean the aggregate of the Borrower's equities and margins computed
pursuant to Accounting Requirements.

"Event of Default" shall have the meaning as described in Article VI hereof.

"Funds Requisition Statement" shall mean the certificate of the Borrower, in the form set
forth as Exhibit A to this Agreement, by which the Borrower will obtain an advance of funds from CFC
under the Loan.

"GAAP" shall mean generally accepted accounting principles set forth in the opinions and
pronouncements of the Accounting Principles Board and the American institute of Certified Public
Accountants and statements and pronouncements of the Financial Accounting Standards Board.

"Governmental Authority" shall mean the government of the United States of America, any
other nation or government, any state or other political subdivision thereof, whether state or local,
and any agency, authority, instrumentality, regulatory body, court or other entity exercising executive,
legislative, judicial, taxing, regulatory or administrative Powers or functions of or pertaining to
government.

"Hazardous Material" shall mean any (a) petroleum or petroleum products, radioactive
materials, asbestos-containing materials, polychlorinated biphenyls, lead and radon gas, and (b) any
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other substance designated as hazardous or toxic or as a pollutant or contaminant under any
Environmental Law.

"Indenture"shall mean the Indenture between CFC and U.S. Bank Trust Company National
Association, relating to the first issue of Securities, pursuant to which the Securities, including the
CREBs are issued, as supplemented and amended.

"Initial Advance" shall mean the Advance made by CFC on the Closing Date pursuant to
Section 3.02.A hereof to fund a portion of CFC's costs in issuing the CREBs attributable to the CFC
Commitment, including, but not limited to, original issue discount, underwriting discount and other
costs of issuance, including, without limitation, rating agency costs and legal, underwriting and
Trustee expenses.

"Interest Expense" shall mean an amount constituting the interest expense with respect to
Long-Term Debt of the Borrower computed pursuant to Accounting Requirements. In computing
Interest Expense, there shall be added, to the extent not otherwise included, an amount equal to 33-
1/3% of the excess of Restricted Rentals paid by the Borrower over 2% of the Borrower's Equity.

"Lien" shall mean any statutory or common law consensual or non-consensual mortgage,
pledge, security interest, encumbrance, lien, right of set off, claim or charge of any kind, including,
without limitation, any conditional sale or other title retention transaction, any lease transaction in the
nature thereof and any secured transaction under the Uniform Commercial Code.

"Loan" shall mean the loan made by CFC to the Borrower, pursuant to this Agreement and
the Note, in an aggregate principal amount not to exceed the CFC Commitment.

"Loan Capital Term Certificate" or "LCTC" shall mean a certificate, or book entry font of
account, evidencing the Borrower's purchase of equity in CFC.

"Loan Documents" shall mean this Agreement, the Note, the Mortgage, the Project
Agreement and all other documents or instruments executed, delivered or executed and delivered by
the Borrower and evidencing, securing, governing or otherwise pertaining to, the Loan.

"Long-Term Debt" shall mean an amount constituting the long-term debt of the Borrower
computed pursuant to Accounting Requirements.

"Maturity Date" shall mean the Payment Date immediately prior to the CREB Maturity Date
permitted for the CREBs under Section 54(e)(2) of the Code as in effect on the Closing Date.

"Maximum CREB Term Anniversary Date"shall mean the anniversary of the Closing Date
that occursat the maximum term permitted for the CREBs under Section 54(e)(2)of the Code as in
effect on the Closing Date.

"Mortgage"shall have the meaning as described in Schedule 1 hereto.

"Mortgaged Property"shall have the meaning ascribed to it in the Mortgage.

"Non-Operating Margins--Interest" shall mean the amount representing the interest
component of non-operating margins of the Borrower computed pursuant to Accounting
Requirements.

*l
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"Note" shall mean the secured promissory note, payable to the order of CFC, executed by
the Borrower, dated as of even date herewith, pursuant to this Agreement as identified on Schedule
1 hereto and shall include any substitute note or modification thereto.

"Obligations" shall mean any and all liabilities, obligations or indebtedness owing by the
Borrower to CFC, of any kind or description, irrespective of whether for the payment of money,
whether direct or indirect, absolute or contingent, due or to become due, now existing or hereafter
arising.

"Operating Margins" shall mean the amount of patronage capital and operating margins of
the Borrower computed pursuant to Accounting Requirements.

"Payment Date" shall mean the first (1st) day of each of March, June and September and
December.

"Payment Notice" shall mean a notice furnished by CFC to the Borrower that indicates the
amount of each payment of interest or interest and principal and the total amount of each payment
due.

"Permitted Encumbrances" shall have the meaning ascribed to it in the Mortgage.

"Person" shall mean natural persons, cooperatives, corporations, limited liability companies,
limited partnerships, general partnerships, limited liability partnerships, joint ventures, associations,
companies, trusts or other organizations, irrespective of whether they are legal entities, and
Governmental Authorities.

"Primary Advance" shall mean the Advance made by CFC to the Borrower pursuant to
Section 3.02.B hereof two Business Days after the Closing Date to reimburse Borrower for costs of
the Project.

"Principal" shall mean the amount of principal billed on account of Long-Term Debt of the
Borrower computed pursuant to Accounting Requirements.

"Project" shall mean the project being financed pursuant to the Loan, as further described in
Schedule 1.

"Project Account" means an account created pursuant to the Indenture within the Project
Fund related to the CREBs.

"Project Agreement" shall mean the Project Agreement, dated as of even date herewith,
executed by the Borrower with respect to the Project and the CREBs.

"Project Fund" means the Project Fund created and identified as such in the Indenture.

"Restricted Rentals" shall mean all rentals required to be paid under finance leases and
charged to income, exclusive of any amounts paid under any such lease (whether or not designated
therein as rental or additional rental) for maintenance or repairs, insurance, taxes, assessments,
water rates or similar charges. For the purpose of this definition the term "finance lease" shall mean
any lease having a rental term (including the term for which such lease may be renewed or extended
at the option of the lessee) in excess of three (3) years and Covering property having an initial cost in
excess of $250,000 other than automobiles, trucks, trailers, other vehicles (including without
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limitation aircraft and ships), office, garage and warehouse space and office equipment (including
without limitation computers).

"Securities" shall mean one or more series of clean renewable energy bonds issued by CFC
under the Indenture.

"Subsidiary" as to any Person, shall mean a corporation, partnership, limited partnership,
limited liability company or other entity of which shares of stock or other ownership interests having
ordinary voting power (other than stock or such other ownership interests having such power only by
reason of the happening of a contingency) to elect a majority of the board of directors or other
managers of such entity are at the time owned, or the management of which is otherwise controlled,
directly or indirectly through one or more intermediaries, or both, by such Person. Unless otherwise
qualified, all references to a "Subsidiary" or to "Subsidiaries" in this Agreement shall refer to a
Subsidiary or Subsidiaries of the Borrower.

"Tax Compliance Agreement" means a tax compliance certificate and agreement of CFC
with respect to a series of Securities, as accepted by the Trustee, as amended.

"Termination Certificate" shal l  mean the cert i f icate of  the Borrower requi red by
Section 5.01 .Q of this Agreement, substantially in the form of Exhibit D hereto.

"Total Assets" shall mean an amount constituting the total assets of the Borrower computed
pursuant to Accounting Requirements.

"Total Utility Plant" shall mean the amount constituting the total utility plant of the Borrower
computed pursuant to Accounting Requirements.

"Trustee" shall mean U.S. Bank Trust Company National Association and its successors and
assigns.

ARTICLE ll

REPRESENTATIONS AND WARRANTIES

Sectlon 2.01 The Borrower represents and warrants to CFC that as of the date of this
Agreement:

A. Good Standing. The Borrower is duly organized, validly existing and in good
standing under the laws of the jurisdiction of its incorporation or organization, is duly qualified to do
business and is in good standing in those states in which it is required to be qualified to conduct its
business. The Borrower is a member in good standing of CFC.

B. Subsidiaries and Ownership. Schedule 1 hereto sets forth a complete and accurate
list of the Subsidiaries of the Borrower showing the percentage of the Borrower's ownership of the
outstanding stock, membership interests or partnership interests, as applicable, of each Subsidiary.

c. Authority; Validity. The Borrower has the power and authority to enter into this
Agreement, the Note, the Project Agreement and the Mortgage, to make the borrowing hereunder, to
execute and deliver all documents and instruments required hereunder and to incur and perform the
obligations provided for herein, in the Note, in the Project Agreement and in the Mortgage, all of
which have been duly authorized by all necessary and proper action, and no consent or approval of

in
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any Person, including, as applicable and without limitation, members of the Borrower, which has not
been obtained is required as a condition to the validity or enforceability hereof or thereof.

Each of this Agreement, the Note, the Project Agreement and the Mortgage is, and when fully
executed and delivered will be, legal, valid and binding upon the Borrower and enforceable against
the Bon'ower in accordance with i ts terms, subject to appl icable bankruptcy, insolvency,
reorganization, moratorium or other laws affecting creditors' rights generally and subject to general
principles of equity. .

D. No Conflicting Agreements. The execution and delivery of the Loan Documents
and performance by the Borrower of the obligations thereunder, and the transactions contemplated
hereby or thereby, will not: (i) violate any provision of law, any order, rule or regulation of any court or
other agency of government any award of any arbitrator, the articles of incorporation or by-laws of
the Borrower, or any indenture, contract, agreement, mortgage, deed of trust or other instrument to
which the Borrower is a party or by which it or any of its property is bound, or (ii) be in conflict with,
result in a breach of or constitute (with due notice and/or lapse of time) a default under, any such
award, indenture, contract agreement, mortgage, deed of trust or other instrument or result in the
creation or
assets of the Borrower.

imposition of any Lien (other than contemplated hereby) upon any of the property or

The Borrower is not in default in any material respect under any agreement or instrument to which it
is a party or by which it is bound and no event or condition exists which constitutes a default, or with
the giving of notice or lapse of time, or both, would constitute a default under any such agreement or
instrument.

E. Taxes. The Borrower, and each of its Subsidiaries, has filed or caused to be Gled all
federal, state and local tax returns which are required to be filed and has paid or caused to be paid
all federal, state and local taxes, assessments, and governmental charges and levies thereon,
including interest and penalties to the extent that such taxes, assessments, and governmental
charges and levies have become due, except for such taxes, assessments, and governmental
charges and levies which the Borrower or any Subsidiary is contesting in good faith by appropriate
proceedings for which adequate reserves have been set aside.

F. Licenses and Permits. The Borrower has duly obtained and now holds all licenses,
permits, certifications, approvals and the like necessary to own and operate its property and business
that are required by Governmental Authorities and each remains valid and in full force and effect.

G. Litigation. There are no outstanding judgments, suits, claims, actions or proceedings
pending or, to the knowledge of the Borrower, threatened against or affecting the Borrower, its
Subsidiaries or any of their respective properties which, if adversely determined, either individually or
collectively, would have a material adverse effect upon the business, operations, prospects, assets,
liabilities or financial condition of the Borrower or its Subsidiaries. The Borrower and its Subsidiaries
are not, to the Borrower's knowledge, in default or violation with respect to any judgment, order, writ,
injunction, decree, rule or regulation of any Governmental Authority which would have a material
adverse effect upon the business, operations, prospects, assets, liabilities or financial condition of the
Borrower or its Subsidiaries.

H. Financial Statements. The balance sheet of the Borrower as at the date identihed in
Schedule 1 hereto, the statement of operations of the Borrower for the period ending on said date,
and the interim financial statements of the Borrower, all heretofore furnished to CFC, are complete
and correct. Said balance sheet fairly presents the financial condition of the Borrower as at said date

i
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and said statement of operations fairly reflects its operations for the period ending on said date. The
Borrower has no contingent obligations or extraordinary forward or long-term commitments except as
specifically stated in said balance sheet or herein. There has been no material adverse change in
the financial condition or operations of the Borrower from that set forth in said financial statements
except changes disclosed in writing to CFC prior to the date hereof.

I. Borrower's Legal Status. Schedule 1 hereto accurately sets forth: (i) the Borrower's
exact legal name, (ii) the Borrower's organizational type and jurisdiction of organization, (iii) the
Borrower's organizational identification number or accurate statement that the Borrower has none,
and (iv) the Borrower's place of business or, if more than one, its chief executive office as well as the
Borrower's mailing address if different.

J. Required Approvals. Other than the CREBs allocation received from the Internal
Revenue Service, no license, consent or approval of any Governmental Authority is required to
enable the Borrower to enter into this Agreement, the Project Agreement, the Note and the
Mortgage, or to perform any of its Obligations provided for in such documents, including without
limitation (and if applicable), that of any state public utilities commission, any state public service
commission, and the Federal Energy Regulatory Commission, except as disclosed in Schedule 1
hereto, all of which the Borrower has obtained prior to the date hereof.

K. Compliance With Laws. The Borrower and each Subsidiary is in compliance, in all
material respects, with all applicable requirements of law and all applicable rules and regulations of
each Governmental Authority.

L. Disclosure. To the Borrower's knowledge, information and belief, neither this
Agreement nor any document, certificate or financial statement furnished to CFC by or on behalf of
the Borrower in connection herewith (all such documents, certificates and financial statements, taken
as a whole) contains any untrue statement of a material fact or omits to state any material fact
necessary in order to make the statements contained herein and therein not misleading .

M. No Other Liens. As to property which is presently included in the description of
Mortgaged Property, the Borrower has not, without the prior written approval of CFC, executed or
authenticated any security agreement or mortgage, or filed or authorized any financing statement to
be filed with respect to assets owned by it, other than security agreements, mortgages and financing
statements in favor of CFC, except as disclosed in writing to CFC prior to the date hereof or relating
to Permitted Encumbrances.

N. Environmental Matters. Except as to matters which individually or in the aggregate
would not have a material adverse effect upon the business or financial condition of the Borrower or
its Subsidiaries, (i) Borrower is in compliance with all Environmental Laws (including, but not limited
to; having any required permits and licenses), (ii) there have been no releases (other than releases
remediated in compliance with Environmental Laws) from any underground or aboveground storage
tanks (or piping associated therewith) that are or were present at the Mortgaged Property, (iii)
Borrower has not received written notice or claim of any violation of any Environmental Law, (iv)
there is no pending investigation of Borrower in regard to any Environmental Law, and (v) to the best
of Borrower's knowledge, there has not been any release or contamination (other than releases or
contamination remediated in compliance with Environmental Laws) resulting from the presence of
Hazardous Materials on property owned, leased or operated by the Borrower.

As set forth in the Project Agreement, the Project constitutes "a
qualified project" as defined in Section 54(d)(2)(A) of the Code, As set forth in the Project Agreement,

o . Project Agreement.

an
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the Borrower constitutes currently, and will remain through the period that the CREBs remain
outstanding, "a Qualified Borrower", meaning a (i) mutual or cooperative electric company described
in Sections 501(c)(12) or 1381(aX2)(C) of the Code, or (ii) a Governmental Body, which is defined as
any state, telTitory possession of the U.S., the District of Columbia, Indian tribal government, and any
political subdivision thereof. The statements, information and descriptions contained in the Project
Agreement are true, correct and complete, and do not contain any untrue statement or misleading
statement of a material fact, and do not omit to state a material fact required to be stated therein or
necessary to make the statements, information and descriptions contained therein, in the light of the
circumstances under which they were made, not misleading, and the estimates and the assumptions
contained in the Project Agreement are reasonable and based on the best information available to
the Borrower.

ARTICLE Ill

LOAN

Section 3.01 Definitions.For purposes of this Article 3, the following capitalized terms shall
have the following meanings:

"Borrower's Annual Bond Repayment Amount" shall mean the amount determined by
dividing the CFC Commitment by the number of years from the Closing Date to the Maximum CREB
Term Anniversary Date, which amount shall be recalculated on the date CFC rescinds any excess
moneys pursuant to Section 3.05 or 3.06 hereof.

"Quarterly Bond Deposit Amount" shall mean for each Payment Date, the amount
determined by subtracting from the Quarterly Bond Repayment Amount the principal amount payable
by the Borrower pursuant to Section 3.03.A(iiXb)(1) on such Payment Date.

"Quarterly Bond Repayment Amount" shall mean one-fourth (%) of the Borrower's Annual
Bond Repayment Amount.

Section 3.02 Advances. The obligation of the Borrower to repay the Advances shall be
evidenced by the Note. The aggregate amount of all Advances made hereunder shall not exceed the
CFC Commitment. At the end of the Draw Period, CFC shall have no further obligation to make
Advances.

A. Initial Advance. Borrower hereby agrees that on the Closing Date, CFC shall
automatically, and without action by Borrower, make the Initial Advance. On the Closing Date, CFC
shall notify Borrower of the final amount of the Initial Advance and the amount of the CFC
Commitment remaining for Borrower to subsequently Advance.

B. Subsequent Advances.

(i) The Borrower may submit a request for the Primary Advance to CFC in writing (which
may be submitted by facsimile) no later than 12:00 noon local time at CFC's offices in
Herndon, Virginia seven Business Days prior to the Closing Date. The Primary
Advance may be requested in any amount up to the CFC Commitment. CFC shall
make the Primary Advance two Business Days after the Closing Date in the lesser of
(i) the aggregate amount of such requested Primary Advance, and (ii) the amount of
the CFC Commitment less the amount of the Initial Advance.

CFC LOANAG
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(ii) Except as set forth in 3.02.A and 3.02.B(i) hereof, the Borrower shall submit its
request for an Advance to CFC in writing (which may be submitted by facsimile) no
later than 12:00 noon local time at CFC's offices in Herndon, Virginia at least two (2)
Business Days prior to the last Business Day of any calendar month. Borrower may
make multiple requests for Advances during any calendar month in any amount so
long as the aggregate amount of all Advances requested in such month is in an
amount not less than $100,000.00, provided, however that at such time as there
remains less than $100,000.00 available for Advance hereunder, Borrower may
request the entirety of such remaining amount. CFC shall make a single Advance to
Borrower on the first Business Day of the calendar month following Borrower's
request(s) for an Advance. Such Advance shall be in the aggregate amount of all
Advances requested by Borrower in the prior month, provided however that at such
time as there remains less than $100,000.00 available for Advance hereunder and
Borrower requests the entirety of such remaining amount, CFC shall Advance the
entirety of such remaining amount.

Section 3.03 Interest Rate and Payment. The Note shall be payable and bear interest as
follows:

Payments, Maturity; Amortization.

(i) The Note shall be due and payable on the Maturity Date.

(ii) On each Payment Date, the Borrower shall promptly pay the following:

A.

(a) accrued interest on the principal amount of the Loan outstanding less the amount
of the Initial Advance, and

(b) the Quarterly Bond Repayment Amount, consisting of:

(1) the principal amount due on any outstanding Advances, determined on the
basis of a quarterly amortization schedule from the date of each Advance,
and

(2) the Quarterly Bond Deposit Amount.

(iii) If not sooner paid, any amount due on account of the unpaid principal, interest
accrued thereon and fees, if any, shall be due and payable on the Maturity Date.

(iv) Each Advance shall amortize on a level principal payment basis from the date thereof
through the Maturity Date.

(v) CFC will furnish to the Borrower a Payment Notice at least ten (10) days before each
Payment Date, provided, however, that CFC's failure to send a Payment Notice shall not constitute a
waiver by CFC or be deemed to relieve the Bon'ower of its obligation to make payments as and when
due as provided for herein.

(vi) No provision of this Agreement or of any Note shall require the payment, or permit the
collection, of interest in excess of the highest rate permitted by applicable law.
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Borrower agrees that the records of, and all computations by, CFC (in whatever media they are
recorded or maintained) as to the amount of principal, interest, fees and Quarterly Bond Deposit
Amount due on the Loan shall be conclusive in the absence of manifest error.

B. Application of Payments. Each payment shall be applied to the Loan, first to any
fees, costs, expenses or charges other than interest or principal, second to interest accrued, third to
the Quarterly Bond Deposit Amount and the balance to principal.

C. Application of Bond Repayment Deposit. At such time as the aggregate amount
billed by CFC in any calendar year on account of amortized principal under this Agreement exceeds
the Borrower's Annual Bond Repayment Amount for such year, CFC shall apply a portion of the
Borrower's prior payments of the Quarterly Bond Deposit Amount in the amount of such overage to
principal then due. Until such time, Borrower's payments of the Quarterly Bond Deposit Amount shall
not reduce the amount of principal outstanding and subject to amortization. Any amount paid by the
Borrower under this Agreement on account of the Quarterly Bond Deposit Amount in excess of the
principal amount of the fully advanced Loan shall be refunded to the Borrower on the Maturity Date.

D. Interest Rate Computation. Each Advance except the Initial Advance shall bear
interest at the CFC CREB Rate which shall apply until the MaturRy Date. The Initial Advance shall
not bear interest. Interest on Advances shall be computed on the basis of a 30-day month and 360-
day year.

Section 3.04. Extraordinary Obligation to Prepay. Upon a Determination of Tax Credit
Ineligibility that subjects the CREBs to an extraordinary mandatory redemption due to a failure of the
Borrower to observe any agreement or representation in this Loan Agreement (as more particularly
described in paragraph (b) of the defined term "Determination of Tax Credit Ineligibility"), the
Borrower shall prepay the Loan, or such part thereof as determined by CFC, at such times and in
such amounts as determined by CFC within sixty (60) days of such determination together with a
prepayment premium prescribed by CFC pursuant to its policies of general application in effect from
time to time.

Section 3.05. Rescisslon of Excess Moneys, Fee. If the Borrower has not drawn down
the full amount of the CFC Commitment at (i) the time of filing the CoMpletion Certificate under
Section 5.01 P. hereof, (ii) the time of filing the Termination Certificate under 5,01Q. hereof, (iii) a
Determination of Tax Credit ineligibility or (iv) the end of the Draw Period, a corresponding rescission
of the amount of principal available to be drawn on the Note as calculated by CFC shall automatically
be made without further action by the Borrower. CFC shall release the BolTower from its obligations
hereunder as to such rescinded portion, provided the Borrower complies with such terms and
conditions as CFC may impose for such release including, without limitation, payment of any
rescission fee that CFC may from time to time prescribe, pursuant to its policies of general
application.

Section 3.06. Cancellation of Excess Moneys, If the Borrower has not drawn down the full
amount of the CFC Commitment at the time CFC determines that it will cease making Advances
hereunder pursuant to Section 7.01 hereof, a corresponding cancellation of the amount of principal
available to be drawn on the Note as calculated by CFC shall automatically be made without action
by the Borrower.

Section3.07. Default Rate. If Borrower defaults on its obligation to make a payment due
hereunder by the applicable Payment Date, and such default continues for thirty days thereafter, then
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beginning on the thirty~fiist day after the Payment Date and for so long as such default continues,
Advances shall bear interest at the Default Rate.

Section 3.08. Patronage Capital, Interest Rate Discounts. No patronage capital shall be
earned, and no interest rate discounts shall apply, to the Loan.

Section 3.09. Optional Prepayment. Except for prepayments made pursuant to
Section 3.04 hereof, no prepayment of any Advance, in whole or in part, may be made by the
Borrower.

ARTICLE IV

CONDITIONS OF LENDING

Section 4.01 The obligation of  CFC to make any Advance hereunder is subject to
satisfaction of the following conditions in form and substance satisfactory to CFC:

A. Legal Matters. All legal matters incident to the consummation of the transactions
hereby contemplated shall be satisfactory to counsel for CFC.

B. Documents. CFC shall have been furnished with (i) the executed Loan Documents,
(ii) certified copies of all such organizational documents and proceedings of the Borrower authorizing
the transactions hereby contemplated as CFC shall require, (iii) an opinion of counsel for the Borrow-
er addressing such legal matters as CFC shall reasonably require, and (iv) all other such documents
as CFC may reasonably request.

C. Government Approvals. The Borrower shall have furnished to CFC true and correct
copies of all certif icates, authorizations, consents, permits and licenses from Governmental
Authorities necessary for the execution or delivery of the Loan Documents or performance by the
Borrower of the obligations thereunder.

D. Representations and Warranties. The representations and warranties contained in
Article II shall be true on the date of the making of each Advance hereunder with the same effect as
though such representations and warranties had been made on such date, no Event of Default and
no event which, with the lapse of time or the notice and lapse of time would become such an Event of
Default, shall have occurred and be continuing or will have occurred after giving effect to each
Advance on the books of the Borrower, there shall have occurred no material adverse change in the
business or condition, financial or otherwise, of the Borrower, and nothing shall have occurred which
in the opinion of CFC materially and adversely affects the Borrowers ability to perform its obligations
hereunder.

E. Mortgage Recordation. The Mortgage (and any amendments, supplements or
restatements as CFC may require from time to time) shall have been duly filed, recorded or indexed
in all jurisdictions necessary (and in any other jurisdiction that CFC shall have reasonably requested)
to provide CFC a lien, subject to Permitted Encumbrances, on all of the Borrower's real property, all
in accordance with applicable law, and the Borrower shall have paid all applicable taxes, recording
and filing fees and caused satisfactory evidence thereof to be furnished to CFC.

F. UCC Filings. Uniform Commercial Code financing statements (and any continuation
statements and other amendments thereto that CFC shall require from time to time) shall have been
duly filed, recorded or indexed in all jurisdictions necessary (and in any other jurisdiction that CFC
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shall have reasonably requested) to provide CFC a perfected security interest, subject to Permitted
Encumbrances, in the Mortgaged Property which may be perfected by the filing of a financing
statement, all in accordance with applicable law, and the Borrower shall have paid all applicable
taxes, recording and tiling fees and caused satisfactory evidence thereof to be furnished to CFC.

G. Requisitions. The Borrower will requisition each Advance by submitting its written
requisition to CFC in the form attached as Exhibit A hereto. Requisitions for Advances shall be made
only for the purposes set forth in Schedule 1 hereto.

H. Other Information. The Borrower shall have furnished such other information as
CFC may reasonably require, including but not limited to (i) information regarding the specific
purpose for an Advance and the use thereof, (ii) feasibility studies, cash flow projections, financial
analyses and pro forma f inancial statements suff icient to demonstrate to CFC's reasonable
satisfaction that after giving effect to the Advance requested, the Borrower shall continue to achieve
the DSC ratio set forth in Section 5.01.A herein, to meet all of its debt service obligations, and
otherwise to perform and to comply with all other covenants and conditions set forth in this
Agreement, and (all) any other information as CFC may reasonably request. CFC's obligation to
make any Advance hereunder is conditioned upon prior receipt and approval of the Borrowers
written requisition and other information and documentation, if any, as CFC may have requested
pursuant to this paragraph.

I. Issuance of Bonds. CFC shall have issued CREBs in an amount not less than the
CFC Commitment.

J. CREB Allocation. CFC shall have received an allocation in the amount of the CFC
Commitment from the U.S. Department of Treasury for the Borrowerls Project under its Securities
program.

K. Tax Credit ineligibility. There shall have occurred no Determination of Tax Credit
Ineligibility with regard to the Borrower or the Project.

L. Bring Down Certificate. Two (2) Business Days prior to the Closing Date, the
Borrower shall furnish CFC with a certificate of an Authorized Officer of the Borrower in the form of
Exhibit B hereto, certifying that all of the representations and warranties set forth in Article ll hereof
are true on the Closing Date.

ARTICLE v

COVENANTS

Section 5.01 Affirmative Covenants. The Borrower covenants and agrees with CFC that
until payment in full of the Note and performance of all obligations of the Borrower hereunder:

A. Financial Ratios; Design of Rates. The Borrower shall achieve an Average DSC
Ratio of not less than 1.35. The Borrower shall not decrease its rates for electric service if it has
failed to achieve a DSC Ratio of 1.35 for the calendar year prior to such reduction subject only to an
order from a Governmental Authority properly exercising jurisdiction over the Borrower.

B. Loan Proceeds. The Borrower shall use the proceeds of this Loan solely for the
purposes identified on Schedule 1 hereto.
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c. Notice. The Borrower shall promptly notify CFC in writing of:

(i) any material adverse change in the business, operations, prospects, assets, liabilities
or financial condition of the Borrower.

(ii) the institution or threat of any litigation or administrative proceeding of any nature
involving the Borrower which could materially affect the business, operations, prospects, assets,
liabilities or financial condition of the Borrower,

(iii) the occurrence of an Event of Default hereunder, or any event that, with the giving of
notice or lapse of time, or both, would constitute an Event of Default.

D. Default Notices. Upon receipt of any notices with respect to a default by the
Borrower under the terms of any evidence of any indebtedness with parties other than CFC or of any
loan agreement, mortgage or other agreement relating thereto, the Borrower shall deliver copies of
such notice to CFC.

E. Annual Certificates.

(i) W ithin one hundred twenty (120) days af ter the close of  each calendar year,
commencing with the year in which the initial Advance hereunder shall have been made, the
Borrower will deliver to CFC a written statement, in form and substance satisfactory to CFC, signed
by the Borrower's General Manager or Chief Executive Officer, stating that during such year, and that
to the best of said person's knowledge. the Borrower has fulfilled all of its obligations under this
Agreement, the Project Agreement, the Note, and the Mortgage throughout such year or, if there has
been a default in the fulfillment of any such obligations, specifying each such default known to said
person and the nature and status thereof.

(ii) The Borrower shall deliver to CFC within one hundred twenty (120) days of CFC's
written request, which shall be no more frequently than once every year, a certification, in form and
substance satisfactory to CFC, regarding the condition of the Mortgaged Property prepared by a
professional engineer satisfactory to CFC. The Borrower shall also deliver to CFC such other
information as CFC may reasonably request from time to time.

F. Loan Capital Term Certificate Purchase. The Borrower will purchase LCTCs, if
required, in an amount calculated pursuant to CFC's policies of general application and shall pay for
such LCTCs as required thereby. CFC's policies with respect to such LCTCs are set forth in
Schedule 1.

G. Financial Books; Financial Reports; Right of Inspection. The Borrower will at all
times keep, and safely preserve, proper books, records and accounts in which full and true entries
will be made of all of the dealings, business and affairs of the Borrower, in accordance with
Accounting Requirements. When requested by CFC, the Borrower will prepare and furnish CFC
from time to time, periodic financial and statistical reports on its condition and operations. All of such
reports shall be in such form and include such information as may be specified by CFC. Within one
hundred twenty (120) days of the end of each calendar year during the term hereof, the Borrower
shall furnish to CFC a full and complete report of its f inancial condition and statement of its
operations as of the end of such calendar year, in form and substance satisfactory to CFC.
addition, within one hundred twenty (120) days of the end of each the Borrowers fiscal years during
the term hereof, the Borrower shall furnish to CFC a full and complete consolidated and consolidating
report of its financial condition and statement of its operations as of the end of such fiscal year,

In
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audited and certified by independent certified public accountants nationally recognized or otherwise
satisfactory to CFC and accompanied by a report of such audit in form and substance satisfactory to
CFC, including without limitation a consolidated and consolidating balance sheet and the related
consol idated and consol idat ing statements of  income and cash f low. CFC, through i ts
representatives, shall at all times during reasonable business hours and upon prior notice have
access to, and the right to inspect and make copies of, any or all books, records and accounts, and
any or all invoices, contracts, leases, payrolls, canceled checks, statements and other documents
and papers of every kind belonging to or in the possession of the Borrower or in anyway pertaining to
its property or business.

H. Notice of Additional Secured Debt. The Borrower will notify CFC promptly in writing
if it incurs any additional secured indebtedness other than indebtedness to CFC or indebtedness
otherwise provided for in the Mortgage.

I. Funds Requisition. The Borrower agrees (i) that CFC may rely conclusively upon the
written instructions submitted to CFC in the Borrower's written request for an Advance hereunder,
(ii) that such instructions shall constitute a covenant under this Agreement to repay the Advance in
accordance with such instructions, the applicable Note, the Mortgage, the Project Agreement and
this Agreement, and (iii) to request Advances only for the purposes set forth in Schedule 1 hereto.

J. Compliance With Laws. The Borrower and each Subsidiary shall remain in
compliance, in all material respects, with all applicable requirements of law and applicable rules and
regulations of each Governmental Authority.

K. Taxes. The Borrower shall pay, or cause to be paid all taxes, assessments or
govemmentai charges lawfully levied or imposed on or against it and its properties prior to the time
they become delinquent, except for any taxes, assessments or charges that are being contested in
good faith and with respect to which adequate reserves as determined in good faith by the Borrower
have been established and are being maintained.

L. Further Assurances. The Borrower shall execute any and all further documents,
financing statements, agreements and instruments, and take all such further actions (including the
filing and recording of financing statements, fixture filings, mortgages, deeds of trust and other
documents), which may be required under any applicable law, or which CFC may reasonably
request, to effectuate the transactions contemplated by the Loan Documents or to grant, preserve,
protect or perfect the Liens created or intended to be created thereby. The Borrower also agrees to
provide to CFC, from time to time upon request, evidence reasonably satisfactory to CFC as to the
perfection and priority of the Liens created or intended to be created by the Loan Documents.

M. Environmental Covenants. Borrower shall:

. (i) at its own cost, comply in all material respects with all applicable Environmental Laws,
including, but not limited to, any required remediation, and

(ii) i f  i t  receives any written communication al leging Borrower's v iolation of  any
Environmental Law, provide CFC with a copy thereof within ten (10) Business Days after receipt, and
promptly take appropriate action to remedy, cure, defend, or otherwise affirmatively respond to the
matter.

N. Limitations on Loans, Investments and other Obligations. The aggregate amount
of all purchases, investments, loans, guarantees, commitments and other obligations described in
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Section 5.02.D(i) of this Agreement shall at all times be less than fifteen percent (15%) of Total Utility
Plant or fifty percent (50%) of Equity, whichever is greater.

O. Tax Status of the CREBs. The Borrower shall utilize the Project or cause it to be
utilized as provided in the Project Agreement until the CREB Maturity Date. No use will be made of
the proceeds of the CREBs other than as set forth herein and in the Project Agreement and no
changes will be made in the Project or in the operation or beneficial use thereof (including, without
limiting the generality of the foregoing, the use of the Project by the Borrower or any related person)
without an opinion of Bond Counsel that such a use or change will not adversely affect the eligibility
of the CREBs to qualify for a tax credit for the owner thereof, for federal income tax purposes. The
Borrower agrees and warrants that it will not take or authorize or permit any action to be taken and
has not taken or authorized or permitted any action to be taken and will not fail to take any action to
comply with the Project Agreement which adversely affects the eligibility of the CREBs to qualify for a
tax credit for the owner thereof, for federal income tax purposes. This agreement and warranty shall
survive the termination of this Agreement.

P. Completion Certificate. The Borrower shall submit to CFC within 30 days after the
completion of the Project, a Completion Certificate signed by an Authorized Officer of the Borrower.

Q. Termination Certificate. If the Borrower determines that the Project will not be
completed as described in Section 5.01.P above, then the Borrower shall submit to CFC a
Termination Certificate, within 30 days of a determination that:

. (i)
Project, and

no further acquisition, construction or installation will occur with respect to the

(ii) the Borrower does not intend to make any further Advances.

R. Other Information. The Borrower shall furnish such other information as CFC may
reasonably require relating to the Project.

Section 5.02 Negative Covenants. The Borrower covenants and agrees with CFC that until
payment in full of the Note and performance of all obligations of the Borrower hereunder, the
Borrower will not, directly or indirectly, without CFC's prior written consent:

A. Limitations on Mergers. Consolidate with, merge, or sell all or substantially all of its
business or assets, or enter into an agreement for such consolidation, merger or sale, to another
entity or person unless such action is either approved, as is evidenced by the prior written consent of
CFC, or the purchaser, successor or resulting corporation is or becomes a member in good standing
of  CFC and assumes the due and punctual payment of  the Note and the due and punctual
performance of the covenants contained in the Mortgage and this Agreement.

B. Lim i tat ions on Sale,  Lease or  Transf er  of  Capi tal  Assets;  Appl i cat ion of
Proceeds. Sell, lease or transfer (or enter into an agreement to sell, lease or transfer) any capital
asset, except in accordance with this Section 5.02.B, If no Event of Default (and no event which with
notice or lapse of time and notice would become an Event of Default) shall have occurred and be
continuing, the Borrower may, without the prior written consent of CFC, sell, lease or transfer (or
enter into an agreement to sell, lease or transfer) any capital asset in exchange for fair market value
consideration paid to the Borrower if the value of such capital asset is less than five percent (5%) of
Total Utility Plant and the aggregate value of capital assets sold, leased or transferred in any 12-
month period is less than ten percent (10%) of Total utility Plant.
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c. Limitation on Dividends, Patronage Refunds and Other Distributions.

(i) Make Distributions in any calendar year if, after giving effect to the Distribution, the total
Equity of the Borrower will be less than twenty percent (20%) of its Total Assets.

(ii) If, after giving effect to the Distribution, the total Equity of the Borrower will be less than
twenty percent (20%) of its Total Assets, then the Borrower may nevertheless make Distributions of
up to thirty percent (30%) of its total margins for the preceding calendar year.

(iii) Notwithstanding anything to the contrary in subparagraphs (i) and (ii) above, the Borrower
shall not make any Distribution without the prior written consent of CFC if an Event of Default under
this Agreement has occurred and is continuing.

Limitations on Loans, Investments and Other Obligations.

(i) (a) Purchase, or make any commitment to purchase, any stock, bonds, notes, debentures,
or other securities or obligations of or beneficial interests in, (b) make, or enter into a commitment to
make, any other investment, monetary or othenuise, in, (c) make, or enter into a commitment to
make, any loan to, or (d) guarantee, assume, or otherwise become liable for, or enter into a
commitment to guarantee, assume, or otherwise become liable for, any obligation of any Person if,
after giving effect to such purchase, investment, loan, guarantee or commitment, the aggregate
amount thereof would exceed the greater of fifteen percent (15%) of Total utility Plant or fifty percent
(50%) of Equity.

(ii) The following shall not be included in the limitation of purchases, investments, loans and
guarantees in (i) above: (a) bonds, notes, debentures, stock, or other securities or obligations issued
by or guaranteed by the United States or any agency or instrumentality thereof, (b) bonds, notes,
debentures, stock, commercial paper, subordinated capital certificates, or any other security or
obligation issued by CFC or by institutions whose senior unsecured debt obligations are rated by at
least two nationally recognized rating organizations in either of their two highest categories, (c)
investments incidental to loans made by CFC, (d) any deposit that is fully insured by the United
States, (e) loans and grants made by any Governmental Authority to the Borrower under any rural
economic development program, but only to the extent that such loans and grants are non-recourse
to the Borrower, and (f) unretired patronage capital allocated to the Borrower by CFC, a cooperative
from which the Borrower purchases electric power, or a statewide cooperative association of which
Borrower is a member.

(iii) In no event may the Borrower take any action pursuant to subsection (i) if an Event of
Default under this Agreement has occurred and is continuing,

E. Organizational Change. Change its type of organization or other legal structure,
except as permitted by Section 5.02.A. hereof, in which case the Borrower shall provide at least 30
days prior written notice to CFC together with all documentation reflecting such change as CFC may
reasonably require.

F. Notice of Change in Borrower Information. Change its (i) state of incorporation, (ii)
legal name, (iii) mailing address, or (iv) organizational identification number, if it has one, unless the
Borrower provides written notice to CFC at least thirty (30) days prior to the effective date of any
such change together with all documentation reflecting any such change as CFC may reasonably
require.

CFC LOANAG
AZ014-A-9047-CB001 (JABLONJ)
117608-2

D.



18

ARTICLE VI

EVENTS OF DEFAULT

Section 6.01 The following shall be "Events of Default" under this Agreement:

A. Representations and Warranties. Any representation or warranty made by the
Borrower herein, or in any of the other Loan Documents, or in any certificate or financiaistatement
furnished to CFC hereunder or under any of the other Loan Documents shall prove to be false or
misleading in any material respect.

B. Payment. The Borrower shal l  fai l  to pay (whether upon stated maturi ty, by
acceleration, or otherwise) any principal, interest, premium (if any) or other amount payable under
the Note and the Loan Documents within five (5) Business Days after the due date thereof.

c. Other Covenants.

(i) No Grace Period. Failure of the Borrower to observe or perform any covenant
or agreement contained in the Project Agreement or in Sections 5.01 .A, 5.01 .B,
5.01 .D, 5.01 .E, 5.01 .G, 5.01 .I, 5.01.N, 5.01 .o and 5.02 of this Agreement.

(ii) Thirty Day Grace Period. Failure of the Borrower to observe or perform any
other covenant or agreement contained in this Agreement or any of the other Loan
Documents, which shall remain unremedied for thirty (30) calendar days after written
notice thereof shall have been given to the Borrower by CFC.

D. Legal Existence, Permits and Licenses. The Borrower shall forfeit or otherwise be
deprived of (i) its authority to conduct business in the jurisdiction in which it is organized or in any
other jurisdiction where such authority is required in order for the Borrower to conduct its business in
such jurisdiction or (ii) permits, easements, consents or licenses required to carry on any material
portion of its business.

E. Other CFC Obligations. The Borrower shal l  be in breach or default of  any
Obligation, which breach or default continues uncured beyond the expiration of any applicable grace
period.

Other Obligations. ,
premium or any other amount due or interest on any indebtedness with parties other than CFC which
shall remain unpaid beyond the expiration of any applicable grace period, or (ii) be in breach or
default with respect to any other term of any evidence of any other indebtedness with parties other
than CFC or of any loan agreement, mortgage or other agreement relating thereto which breach or
default continues uncured beyond the expiration of any applicable grace period, if the effect of such
failure, default or breach .is to cause the holder or holders of that indebtedness to cause that
indebtedness to become or be declared due prior to its stated maturity (upon the giving or receiving
of notice, lapse of time, both or otherwise).

F. The Borrower shall (i) fail to make any payment of any principal

G. Involuntary Bankruptcy. An involuntary case or other proceeding shall  be
commenced against the Borrower seeking liquidation, reorganization or other relief with respect to it
or its debts under bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the
appointment of a trustee, receiver, liquidator, custodian or other similar official of it or any substantial
part of its property and such involuntary case or other proceeding shall continue without dismissal or
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stay for a period of sixty (60) days, or an order for relief shall be entered against the Borrower under
the federal bankruptcy laws or applicable state law as now or hereafter in effect.

H. Insolvency. The Borrower shall commence a voluntary case or other proceeding
seeking liquidation, reorganization or other relief with respect to itself or its debts under any
bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the appointment of a
trustee, receiver, liquidator, custodian or other similar official of it or any substantial part of its
property, or shall consent to any such relief or to the appointment of or taking possession by any
such official in an involuntary case or proceeding commenced against it, or shall make a general
assignment for the benefit of creditors, or shall admit in writing its inability to, or be generally unable
to, pay its debts as they become due, or shall take any action to authorize any of the foregoing.

I. Dissolution or Liquidation. Other than as provided in subsection H. above, the
dissolution or liquidation of the Borrower, or failure by the Borrower promptly to forestall or remove
any execution, garnishment or attachment of such consequence as will impair its ability to continue
its business or fulfill its obligations and such execution, garnishment or attachment shall not be
vacated within sixty (60) days. The term "dissolution or liquidation of the Borrower", as used in this
subsection, shall not be construed to include the cessation of the corporate existence of the Borrower
resulting either from a merger or consolidation of the Borrower into or with another corporation
following a transfer of all or substantially all its assets as an entirety, under the conditions set forth in
Section 5.02.A.

J. Material Adverse Change. Any material adverse change in the business or
condition, financial or otherwise, of the Borrower.

K. Monetary Judgment.
insurance, writ or warrant of attachment or similar process involv ing an amount in excess of
$100,000 and shall not discharge, vacate, bondor stay the same within a period of sixty (60) days.

The Borrower shall suffer any money judgment not covered by

L. Nonmonetary Judgment. One or more nonmonetary judgments or orders (including,
without limitation, injunctions, writs or warrants of attachment, garnishment, execution, distrait,
replevin or similar process) shall be rendered against the Borrower that, either individually or in the
aggregate, could reasonably be expected to have a material adverse effect upon the business,
operations, prospects, assets, liabilities or financial condition of the Borrower.

ARTICLE VII

REMEDIES

Section 7.01 If any of the Events of Default listed in Section 6 hereof shall occur after the
date of this Agreement and shall not have been remedied within the applicable grace periods
specified therein, then CFC may:

(i)

(ii)

Cease making Advances hereunder

Declare all unpaid principal outstanding on the Note, all accrued and unpaid interest
thereon, and all other Obligations to be immediately due and payable and the same
shall thereupon become immediately due and payable without presentment, demand,
protest or notice of any kind, all of which are hereby expressly waived,
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(iii) Exercise rights of setoff or recoupment and apply any and all amounts held, or hereby
held, by CFC or owed to the Borrower or for the credit or account of the Borrower
against any and all of the Obligations of the Borrower now or hereafter existing
hereunder or under the Note, including, but not l imited to, patronage capital
allocations and retirements, money due to Borrower from equity certificates purchased
from CFC, and any membership or other fees that would otherwise be returned to
Borrower but excluding any LCTCs purchased by the Borrower pursuant to this
Agreement. The rights of CFC under this section are in addition to any other rights
and remedies (including other rights of setoff or recoupment) which CFC may have.
The Borrower waives all rights of setoff, deduction, recoupment or counterclaim,

(iv) Pursue all rights and remedies available to CFC that are contemplated by the
Mortgage and the other Loan Documents in the manner, upon the conditions, and with
the effect provided in the Mortgage and the other Loan Documents, including, but not
limited to, a suit for specific performance, injunctive relief or damages,

(V) Pursue any other rights and remedies available to CFC at law or in equity.

Nothing herein shall limit the right of CFC to pursue all rights and remedies available to a creditor
following the occurrence of an Event of Default. Each right, power and remedy of CFC shall be
cumulative and concurrent, and recourse to one or more rights or remedies shall not constitute a
waiver of any other right, power or remedy.

ARTICLE VIII

MISCELLANEOUS

Section 8.01 Notices. All notices, requests and other communications provided for herein
including, without limitation, any modifications of, or waivers, requests or consents under, this
Agreement shall be given or made in writing (including, without limitation, by telecopy) and delivered
to the intended recipient at the "Address for Notices" specified below, or, as to any party, at such
other address as shall be designated by such party in a notice to each other party. All such
communications shall be deemed to have been duly given (i) when personally delivered including,
without limitation, by overnight mail or courier service, (ii) in the case of notice by United States mail,
certified or registered, postage prepaid, return receipt requested, upon receipt thereof, or (iii) in the
case of notice by telecopy, upon transmission thereof, provided such transmission is promptly
confirmed by either of the methods set forth in clauses (i) or (ii) above in each case given or
addressed as provided for herein. The Address for Notices of each of the respective parties is as
follows:

National Rural Utilities Cooperative Finance Corporation
2201 Cooperative Way
Herndon, Virginia 20171-3025
Attention: Senior Vice President - Member Services
Fax #703-709-6776

The Borrower

The address set forth in
Schedule 1 hereto
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Section 8.02 Expenses. Borrower shall reimburse CFC for any reasonable costs and
out-of~pocket expenses paid or incurred by CFC (including, without limitation, reasonable fees and
expenses of outside attorneys, paralegals and consultants) for all actions CFC takes, (a) to enforce
the payment of any Obligation, to effect collection of any Mortgaged Property, or in preparation for
such enforcement or collection, (b) to institute, maintain, preserve, enforce and foreclose on CFC's
security interest in or Lien on any of the Mortgaged Property, whether through judicial proceedings or
otherwise, (c) to restructure any of the Obligations, (d) to review, approve or grant any consents or
waivers hereunder, (e) to prepare, negotiate, execute, deliver, review, amend or modify this
Agreement, (f ) to prepare, negotiate, execute, deliver, rev iew, amend or modify any other
agreements, documents and instruments deemed necessary or appropriate by CFC in connection
with any of  the foregoing, and (g) to obtain any opinions required to be furnished upon a
Determination of Tax Credit ineligibility and an extraordinary prepayment as set forth in Section 3.04
hereof or a rescission of excess money as set forth in Section 3.05 or a cancellation of excess
moneys as set forth in Section 3.06.

The amount of all such expenses identif ied in this Section 8.02 shall be secured by the
Mortgage and shall be payable upon demand, and if not paid, shall accrue interest at the Default
Rate.

Section 8.03 Late Payments. If payment of any amount due hereunder is not received at
CFC's office in Herndon, Virginia, or such other location as CFC may designate to the Borrower
within five (5) Business Days after the due date thereof, the Borrower will pay to CFC, in addition to
all other amounts due under the terms of the Loan Documents, any late payment charge as may be
fixed by CFC from time to time pursuant to its policies of general application as in effect from time to
time.

Section 8.04. Non-Business Day Payments. If any payment to be made by the Borrower
hereunder shall become due on a day which is not a Business Day, such payment shall be made on
the next succeeding Business Day and such extension of time shall be included in computing any
interest in respect of such payment.

Section 8.05 Filing Fees. To the extent permitted by law, the Borrower agrees to pay all
expenses of CFC (including the reasonable fees and expenses of its counsel) in connection with the
filing, registration, recordation or perfection of the Mortgage and any other security instruments as
may be required by CFC in connection with this Agreement,
documentary stamps, recordation and transfer taxes and other costs and taxes incident to execution,
filing, registration or recordation of any document or instrument in connection herewith. The Borrower
agrees to save harmless and indemnify CFC from and against any liability resulting from the failure to
pay any required documentary stamps, recordation and transfer taxes, recording costs, or any other
expenses incurred by CFC in connection with this Agreement. The provisions of this subsection shall
survive the execution and delivery of this Agreement and the payment of all other amounts due under
the Loan Documents.

including, without limitation, all

Section 8.06 Waiver; Modification. No failure on the part of CFC to exercise, and no delay
in exercising, any right or power hereunder or under the other Loan Documents shall operate as a
waiver thereof, nor shall any single or partial exercise by CFC of any right hereunder, or any
abandonment or discontinuance of steps to enforce such right or power, preclude any other or further
exercise thereof or the exercise of any other right or power. No modification or waiver of any
provision of this Agreement, the Note or the other Loan Documents and no consent to any departure
by the Borrower therefrom shall in any event be effective unless the same shall be in writing by the
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party granting such modification, waiver or consent, and then such modification, waiver or consent
shall be effective only in the specific instance and for the purpose for which given.

SECTION 8.07
JURY TRIAL.

GOVERNING LAW; SUBMISSION TO JURISDICTION; WAIVER OF

(A) THE PERFORMANCE AND CONSTRUCTION OF THIS AGREEMENT AND THE NOTE
SHALL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE
COMMONWEALTH OF VIRGINIA.

(B) THE BORROWER HEREBY SUBMITS TO THE NON-EXCLUSIVE JURISDICTION OF
THE UNITED STATES COURTS LOCATED IN VIRGINIA AND OF ANY STATE COURT SO
LOCATED FOR PURPOSES OF ALL LEGAL PROCEEDINGS ARISING OUT OF OR RELATING
TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY. THE BORROWER
IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY
OBJECTIONS THAT IT MAY NOW OR HEREAFTER HAVE TO THE ESTABLISHING OF THE
VENUE OF ANY SUCH PROCEEDINGS BROUGHT IN SUCH A COURT AND ANY CLAIM THAT
ANY SUCH PROCEEDING HAS BEEN BROUGHT IN AN INCONVENIENT FORUM.

(C) THE BORROWER AND CFC EACH HEREBY IRREVOCABLY WAIVES, TO THE
FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY AND ALL RIGHT TO TRIAL BY
JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT
OR THE TRANSACTIONS CONTEMPLATED HEREBY.

SECTION 8.08 INDEMNIFICATION. THE BORROWER HEREBY INDEMNIFIES AND
AGREES TO HOLD HARMLESS, AND DEFEND CFC AND ITS MEMBERS, DIRECTORS,
OFFICERS, EMPLOYEES, AGENTS, ATTORNEYS AND REPRESENTATIVES (EACH AN
"INDEMNITEE") FOR, FROM, AND AGAINST ALL CLAIMS, DAMAGES, LOSSES, LIABILITIES,
COSTS, AND EXPENSES (INCLUDING, WITHOUT LIMITATION, COSTS AND EXPENSES OF
LITIGATION AND REASONABLE ATTORNEYS' FEES) ARISING FROM ANY CLAIM OR DEMAND
IN RESPECT OF THIS AGREEMENT AND THE OTHER LOAN DOCUMENTS, THE MORTGAGED
PROPERTY, OR THE TRANSACTIONS DESCRIBED IN THIS AGREEMENT AND THE OTHER
LOAN DOCUMENTS AND ARISING AT ANY TIME, WHETHER BEFORE OR AFTER PAYMENT
AND PERFORMANCE OF ALL OBLIGATIONS UNDER THIS AGREEMENT AND THE OTHER
LOAN DOCUMENTS IN FULL, EXCEPTING ANY SUCH MATTERS ARISING SOLELY FROM THE
GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF CFC OR ANY INDEMNITEE INCLUDING
WITHOUT LIMITATION ANY DETERMINATION MADE OR OTHER ACTION TAKEN BY CFC
PURSUANT TO SECTIONS 3.04, 3.05 and 3.06 OF THIS AGREEMENT. NOTWITHSTANDING
ANYTHING TO THE CONTRARY CONTAINED IN SECTION 8.10 HEREOF, THE OBLIGATIONS
IMPOSED UPON THE BORROWER BY THIS SECTION SHALL SURVIVE THE REPAYMENT OF
THE NOTE, THE TERMINATION OF THIS AGREEMENT AND THE TERMINATION OR RELEASE
OF THE LIEN OF THE MORTGAGE.

This Agreement, together with the schedules to this
Agreement, the Note and the other Loan Documents, and the other agreements and matters referred
to herein or by their terms referring hereto, is intended by the parties as a final expression of their
agreement and is intended as a complete statement of the terms and conditions of their agreement.
in the event of any conflict in the terms and provisions of this Agreement and any other Loan
Documents, the terms and provisions of this Agreement shall control.

Section 8.09 Complete Agreement.
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Section 8.10 Survival, Successors and Assigns. All covenants, agreements,
representations and warranties of the Borrower which are contained in this Agreement shall survive
the execution and delivery to CFC of the Loan Documents and the making of the Loan hereunder
and shall continue in full force and effect until all of the obligations under the Loan Documents have
been paid in full. All covenants, agreements, representations and warranties of the Borrower which
are contained in this Agreement shall inure to the benefit of the successors and assigns of CFC. The
Borrower shall not have the right to assign its rights or obligations under this Agreement without the
prior written consent of CFC, except as provided in Section 5.02.A hereof.

Section 8.11 Use of Terms. The use of the singular herein shall also refer to the plural, and
vice versa.

Section 8.12 Headings. The headings and sub-headings contained in this Agreement are
intended to be used for convenience only and do not constitute part of this Agreement.

Section 8.13 Severability. If any term, provision or condition, or any part thereof, of this
Agreement, the Note or the other Loan Documents shall for any reason be found or held invalid or
unenforceable by any governmental agency or court of competent jurisdiction, such invalidity or
unenforceability shall not affect the remainder of such term, provision or condition nor any other term,
provision or condition, and this Agreement, the Note and the other Loan Documents shall survive and
be construed as if such invalid or unenforceable term, provision or condition had not been contained
therein.

Section 8.14 Binding Effect. This Agreement shall become effective when it shall have
been executed by both the Borrower and CFC and thereafter shall be binding upon and inure to the
benefit of the Borrower and CFC and their respective successors and assigns,

Section 8.15 Counterparts. This Agreement may be executed in one or more counterparts,
each of which will be deemed an original and all of which together will constitute one and the same
document. Signature pages may be detached from the counterparts and attached to a single copy of
this Agreement to physically form one document.

Section 8.16 Disclosure. This Agreement and any other Loan Document may be shared
by CFC with such Persons as shall be required in order to facilitate the issuance of the CREBs,
including, but not limited to, its attorneys, underwriters and investors in the CREBs.

Section 8.17 Schedule 1. Schedule 1 attached hereto is an integral part of this Agreement.
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed
as of the day and year first above written.

(SEAL)

By:

SULPHUR SPRINGS VALLEY
ELECTRIC COOPERATIVE, INC.

\

Title: Or et .` l 6,J1'

I

Attest:

CHEDEN w. HUBER
CHIEF EXECUTIVE OFFICER

(SEAL)

By:

NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE CORPORATION

/4348 Secretary-Treasurer
MARIANNE L DUSOLD

Attest:
Q Secretary-Treasurer

CRAIG COLANTONI
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SCHEDULE 1

The purpose of this loan is to finance (i) the reimbursement of the cost of the Project of the
Borrower, including any reasonable costs and expenses incurred by the Borrower in
connection with financing the Project, as described and permitted by the terms of the Project
Agreement and (ii) a portion of CFC's costs in issuing the CREBs as set forth in Section
3.02.A.

The Project of the Borrower being financed by the Loan (funded by proceeds of the CREBs)
constitutes the following clean renewable energy facilities:

Sonoita Elementary School District Photovoltaic Solar Automobile Parkinq Shade Structure

This project will place a photovoltaic module that will produce 23 kW of electricity in the shade
structure at the Sonoita Elementary School. The PV structure will provide electricity to the
school with excess power flowing to the Borrower's system.

Subject to the terms of this Agreement, CFC has agreed to loan to the Borrower from
proceeds of the CREBs, an amount not to exceed $280,000.00 (the "CFC Commitment").

Draw Period shall mean the period beginning on the Closing Date and ending on the date that
is five (5) years thereafter.

The Borrower shall not purchase the LCTCs or any portion thereof with funds from the Loan.
The Borrower shall use its own funds or funds borrowed under another credit facility to
purchase such LCTCs, subject to the CFC policies regarding LCTCs set forth in the following
paragraph.

CFC Policies Regarding LCTCs: (i) Any solvent Member of CFC with an outstanding LCTC
purchased in connection with a loan from the proceeds of Securities may borrow the
outstanding amount of the LCTC from CFC without a further credit review, for a term equal to
or shorter than the maturity of the LCTC at a rate equal to the comparable rate charged by
CFC for similarly classified loans, and (ii) any Member of CFC with an outstanding LCTC
purchased in connection with a loan from the proceeds of Securities may sell such LCTC to
another Member of CFC for consideration.

The Mortgage shall mean the Restated Mortgage and Security Agreement, dated as of
December 6, 2007, between the Borrower and CFC, as it may have been supplemented,
amended, consolidated, or restated from time to time.

The Note executed pursuant hereto is as follows:

The Subsidiaries of the Borrower referred to in Section 2.01 .B. are: None

The date of the Borrower's balance sheet referred to in Section 2.01 .H is June 30, 2006.

10. The Borrower's exact legal name is: Sulphur Springs Valley Electric Cooperative, Inc.
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11.

12.

The Borrower's organizational type is: Corporation

The Borrower is organized under the laws of the state of: Arizona

13. The Borrower's organizational identification number is: 0038220-2

14. The place of business or, if more than one, the chief executive office of the Borrower referred
to in Section 2.01.1 is 311 East Wilcox, Sierra Vista, Arizona 85635.

15. The Governmental  Authori ty referred to in Section 2.01.J. is: Arizona Corporation
Commission

16. The address for notices to the Borrower referred to in Section 8.01 is 311 East Wilcox,
Sierra Vista, Arizona 85635, Attention: General Manager, Fax: (520) 384-5223.
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Exhibit A - Funds Requisition Statement

Borrower Name a. ID: Sulphur Springs Valley Electric Cooperative, Inc. (AZ014)
Loan Number: AZ014-A-9047-CB001
Loan Agreement and Project Agreement with CFC dated:
CREBs Series: 2008A
CFC CREBs Application #z 17
Name of Project: Sonoita Elementary School District Photovoltaic Solar Automobile

Parking Shade Structure
Funds Requisition Statement No.:

Amount Requested:
Date of Advance:

Disposition of Funds (wiring instructions):

Certification

Acting on behalf of the Borrower, I hereby certify that as of the date below: (1) I am duly
authorized to make this certification and to request funds on the terms specified herein,
(2) the Borrower has met all of the conditions contained in the Loan Agreement and the
Project Agreement listed above governing the terms of this Advance that the Borrower is
required to meet prior to an Advance of funds, (3) all of the representations and warranties
contained in said Loan Agreement and Project Agreement are true and will continue to be
true upon use of the funds as hereby requested, (4) no Event of Default, under the Loan
Agreement or the Borrower's Mortgage, has occurred and is continuing, (5) I know of no
other event that has occurred which, with the lapse of time and/or notification to CFC of such
event, or after giving effect to this Advance, would become an Event of Default under the
Loan Agreement or the Borrowerls Mortgage; (6) the funds requested herein will be used
only as a reimbursement for the purposes specified in the Loan Agreement and the Project
Agreement, (7)the costs to be reimbursed by the funds requested herein are capital
expenditures and have not previously been reimbursed under a previous Funds Requisition
Statement; (8) the Borrower has secured sufficient funds to complete the Project, (9)any
necessary permits and approvals required for the Project at this point have been obtained,
(10) the Borrower is maintaining a file containing true and correct copies of invoices or bills
of sale covering all items for which payment is sought by this request; (11) such costs have
been incurred and paid by the Borrower in connection with the Project, (12) the Bon'ower is
not using the funds requested hereby to make any payments of principal or interest due
under the Loan Agreement, (13) no expenditure which is being reimbursed by the funds
requested hereby was paid more than eighteen months after the later of (i) the date the
expenditure is paid or (ii) the date the Project is placed in service, but in no event later than
three years after the date the original expenditure was paid, and (14) set forth below is a
table listing all of the major components of the Project, how much is being requested in this
Funds Requisition Statement as an advance for certain components, how much has been
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advanced on each component to date, the percentage of each component that is completed
to date, and the purpose of the advance(s) being requested by this Funds Requisition
Statement.

I hereby authorize CFC, for and on behalf of the Borrower, to forward this Funds Requisition
Statement to the Trustee for disbursement of the Advance from the Project Account relating
to the above Loan to the Borrower on the following terms, and hereby acknowledge and
agree that such terms shall be binding upon Borrower under the provisions of the Loan
Agreement governing this Advance:

censed By:

Signature Date Title of Authorized Officer

PLEASE FAX TO 703-709-6776 ATTN : , Associate Vice President

APPROVED:

NATIONAL RURAL UTILITIES COOPERATIVE FINANCE CORPORATION
x

r

By:
Title:
Date:
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EXHIBIT B

BRING-DOWN CERTIFICATE
OF

BORROWER

T h e  u n d e rs i g n e d , , d u l y  q u a l i f i e d  o f f i c e r s  o f  S U L P H U R  S P R I N G S
V A L L E Y  E L E C T R I C  C O O P E R A T I V E ,  I N C . ( t he  "borrower" ) , an  A r i zona  co rpora t i on ,  he reby cert i fy
as fol lows:

1 . T he  f o l l ow i ng  docum en t s  have  been  du l y  execu t ed ,  and  de l i ve red  o r  accep t ed  i n  t he
name and on behal f  o f  the Borrower by the author ized of f i cer or of f i cers of  the Borrower pursuant  to ,
and in fu l l  compl iance wi th,  authori ty granted by the Board of  Trustees/Di rectors of  the Borrower:

DOCUMENT DATE OTHER PARW oR PARTIES

Loan Agreement  ( t he
"Agreement " )

, 200_ Nat ional  Rural  Ut i l i t ies Cooperat ive
F inance Corpora t i on ( "CFC" )

Project  Agreement  ( the "Project
Agreement")

200

Note (the "Note") . 200_

2. Each o f  t he representa t i ons and wan 'ant ies  o f  t he Borrower i n  t he Loan Agreement  and
the Project  Agreement  are t rue and correct  on and as of  the date hereof  ( the "Closing Date"), and the
Borrower has compl ied w i th  a l l  agreements and sat i s f i ed a l l  condi t i ons on i t s  part  t o  be observed or
sat isf ied thereunder at  or prior to the Closing Date.

IN WITNESS WHEREOF,  the undersigned have hereunto set  thei r  s ignatures th is
,  2008.

d a y  o f

S U L P H U R  S P R I N G S  V A L L E Y  E L E C T R I C
C O O P E R A T I V E ,  I N C .

B y
Ti t le:

B y
Ti t le:
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EXHIBIT c

COMPLETION CERTIFICATE
OF

BORROWER

P u r s u a n t  t o  t h e  L o a n  A g r e e m e n t  d a t e d  a s  o f b y  a n d  b e t w e e n  S U L P H U R
S P R I N G S  V A LLE Y  E LE C T R I C  C O O P E R A T I V E ,  I N C .  ( t he  "B o r row er " )  and  N a t i ona l  R u ra l  U t i l i t i e s
Coopera t i ve  F i nance  Corpora t i on  ( "CFC")  re l a t i ng  t o  CFC Loan  Number  AZ014-A-9047-CB001 ( t he
" L o a n  A g r e e m e n t " ) ,  t h e  u n d e r s i g n e d , , d u l y  q u a l i f i e d  o f f i c e r  o f  t h e
Borrower,  hereby cert i f ies as fo l lows:

(i ) O n  [ d a t e  o f  c o m p l e t i o n ]  a l l  p o r t i o n s  o f  t h e  P ro j e c t  ( a s  d e f i n e d  i n  t h e  L o a n
A g r e e m e n t )  h a v e  b e e n  f u l l y  c o m p l e t e d  s u b s t a n t i a l l y  i n  a c c o r d a n c e  w i t h  a n y  p l a n s  a n d
speci f i cat ions therefore,  as then amended,  and

(i i ) A m o u n t  a d v a n c e d  o n  t h e  L o a n  (a s  d e f i n e d  i n  t h e  L o a n  A g re e m e n t )  a n d  t h e
use  o f  t he  p roper t y  f i nanced ,  re f i nanced  o r  re i m bursed  t he re f rom  w i l l  no t  cause  any  o f  t he
representa t i ons or  cer t i f i ca t i ons  conta ined i n  t he  Pro jec t  Agreement  (as  def i ned i n  t he  Loan
Agreement ) to be unt rue or resul t  in a v io lat ion of  any covenant  in the Project  Agreement ,

In WITNESS WHEREOF,  the undersigned have hereunto set  his/her s ignature th is
|  20 I

day  o f

S U L P H U R  S P R I N G S  V A L L E Y  E L E C T R I C
C O O P E R A T I V E ,  I N C .

B y
Ti t le:

r

CFC LOANAG
AZ014-A-9047-CB001 (JABLONJ)
117608-2
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EXHIBIT D

TERMINATION CERTIFICATE
OF

BORROWER

P u r s u a n t  t o  t h e  L o a n  A g r e e m e n t  d a t e d  a s  o f b y  a n d  b e t w e e n  S U L P H U R
S P R I N G S  V A L L E Y  E L E C T R I C  C O O P E TIVE,  INC.  ( t he  "Bonowel * ' )  and  Nat i ona l  Rura l  U t i l i t i es
Coopera t i ve  F i nance  Corpora t i on  ( "CFC")  re l a t i ng  t o  CFC Loan Number  AZ014-A-9047-CB001 ( t he
" L o a n  A g r e e m e n t " ) ,  t h e  u n d e r s i g n e d , ,  d u l y  q u a l i f i e d  o f f i c e r  o f  t h e
Borrower,  hereby cert i f ies as fo l lows:

(E) a l l  po r t i ons  o f  t he  P ro j ec t  (as  de f i ned  i n  t he  Loan Agreement )  have  no t  been
ful ly completed substant ia l ly in accordance wi th any plans and speci f icat ions therefor,  as then
am ended ,

(i i ) no further acquis i t ion,  const ruct ion or insta l lat ion wi l l  occur wi th respect  to the
Project  (as def ined in the Loan Agreement ),  and

(i i i ) t he  Bor rower  does  no t  i n t end  t o  reques t  any  f u r t he r  Advances  (as  de f i ned  i n
the Loan Agreement )  on the Loan (as def ined in  the Loan Agreement ) .

IN WITNESS WHEREOF,  the undersigned have hereunto set  h isser s ignature th is
1 20 I

day  o f

S U L P H U R  S P R I N G S  V A L L E Y  E L E C T R I C
C O O P E R A T I V E ,  I N C .

B y
Ti t le:

CFC LUANAG
A2014-A-9047-CB001 (JABLONJ)
117808-2
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SECURED PROMISSORY NOTE

$560,000.00 dated as of 19~>/
SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC., an Arizona corporation

(the "Borrower"), for value received, hereby promises to pay. without setoff, deduction,
recoupment or counterclaim, to the order of NATIONAL RURAL UTILITIES COOPERATIVE
FINANCE CORPORATION (the "Payee"), at its office in Herndon, Virginia office or such other
location at its office in Hemdon, Virginia or such other location as the Payee may designate to
the Borrower in lawful money of the United States, the principal sum of FIVE HUNDRED slav

, or such lesser sum of the aggregate
unpaid principal amount of all advances made by the Payee pursuant to that certain Loan
Agreement dated as of even date herewith between the Borrower and the Payee, as it may be
amended from time to time (herein called the "Loan Agreement"), and to pay interest on all
amounts remaining unpaid hereunder from the date of each advance in like money, at said
office, at the rate and in amounts and payable on the dates provided in the Loan Agreement
together with any other amount payable under the Loan Agreement. If not sooner paid, any
balance of the principal amount and interest accrued thereon shall be due and payable on the
Maturity Date.

THOUSAND AND 00/100 DOLLARS ($560,000.00)

This Note is secured under a Restated Mortgage and Security Agreement, dated of
December 6, 2007 between the Borrower and the Payee, as it may have been or shall be
supplemented, amended, consolidated or restated from time to time ("Mortgage"). This Note is
one of the Notes referred to in, and has been executed and delivered pursuant to, the Loan
Agreement.

I
The principal hereof and interest accrued thereon and any other amount due under the

Loan Agreement may be declared to be forthwith due and payable in the manner, upon the
conditions, and with the effect provided in the Mortgage or the Loan Agreement.

The Borrower waives demand, presentment for payment, notice of dishonor, protest,
notice of protest, and notice of non-payment of this Note.

IN W1TNESS WHEREOF the Borrower has caused this Note to be signed in its corporate
name and its corporate seal to behereunto affixed and to be attested by its duly authorized
ofticer$, all as of the day and year first above written.

:
l SULPHUR SPRINGS VALLEY

ELECTRIC COOPERATIVE, INC.

(SEAL)
By:

Title:

8 _ ~ ~ ~ r

f ¢ & \ I < ¢ u T

Attest:
CREDEN w. HUBER

CHIEF EXECUTIVE OFFICER
S@€Fe*H1"9*

Loan No. Az014-A-9048-CB001

CFC NOTE
AZ014-A-9048-CB001 (JABLONJ)
11eoss-2
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PROJECT AGREEMENT

OF

SULPHUR SPRINGS VALLEYELECTRIC Coo1>ERAT1vE,INC. (THE "BoRROWER")

DATED: as of I

The undersigned is a duly qualified officer of the Borrower named above and, as such
officer, is familiar with (i) the properties, affairs and records of the Borrower, (ii) the issuance of
the Securities (as hereinafter defined) and the use of the proceeds thereof as it relates to the
Borrower and (iii) the Project, as hereinatier defined.

In connection with the issuance of the Clean Renewable Energy Bonds (Cooperative
Renewable Energy Projects) Series 2008A (the "Securities "), being issued by the National Rural
Utilities Cooperative Finance Corporation (the "Issuer"), the undersigned hereby certifies and
covenants regarding the use of the proceeds of the Securities advanced to the Borrower, as
follows:

General.

1.1 This Project Agreement is made pursuant to Section 54 of the Internal Revenue
Code of 1986, as amended (the "Code"), and any United States Treasury
regulations and other guidance thereunder to make the certifications required by
Section 54 of the Code and any United Stares Treasury regulations and other
guidance thereunder and to establish the reasonable expectations of the Borrower
with respect to the amount and use of amounts to be advanced to the Borrower
pursuant to the Loan Agreement dated as of even date herewith between the
Issuer and the Borrower (the "Loan Agreement"). Capitalized terms used herein
are definedwhere they first appear or are defined in Exhibit A attached hereto.

1.2 This Project Agreement is based on facts and estimates in existence on the date
hereof and the continued veracity of these facts and estimates as of the date that
the Securities are issued (the "Closing") will be confirmed by the Borrower on
the date of Closing, and on the basis of such facts and estimates, the Borrower
expects that the events described herein will occur. To the best  of  the
undersigned's knowledge, information, and belief, the expectations contained in
this Project Agreement are reasonable.

1.3 The Borrower is a Qualified Borrower, as defined in Exhibit A, and is responsible
for the acquiring/constructing/equipping of the Project (defined below). The
undersigned has reviewed this Project Agreement, as well as the provisions of
Section 54 of the Code and any United States Treasury regulations and other
guidance thereunder, with its own legal counsel and understands and is familiar
with this Project Agreement and the provisions of Section 54 and any United
States Treasury regulations and other guidance thereunder. The Borrower will

CFC DOC
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comply in all respects with the provisions of Section 54 and any United States
Treasury regulations and other guidance thereunder.

1.4 The Borrower agrees to keep and retain or cause to be kept and retained sufficient
records to demonstrate compliance with the covenants in this Project Agreement.
Such records shall include, but are not limited to, basic records relating to the
issuance of the Securities (including this Project Agreement and the inducement
resolution as described in Section 3.3 hereof); documentation evidencing the
expenditure of  amounts advanced to the Borrower pursuant to the Loan
Agreement; documentation evidencing the use of property financed with amounts
advanced to the Borrower pursuant to the Loan Agreement, and documentation
evidencing all sources of payment or security maintained by the Borrower for
amounts advanced to the Borrower pursuant to the Loan Agreement. Such
records shall be kept until the date three (3) years after the CREB Maturity Date.

1.5 Neither the Borrower nor any Related Person (as defined in Exhibit A) to the
Borrower will purchase any Securities.

2. Qualified Proiect.

2. 1 The Loan Agreement requires the amounts advanced thereunder to be used for
facilities to be owned by the Borrower, described in more detail in Section 2.2
hereof and in ExhibitB attached hereto as the "Updated Description of the
Project" (the "Project"). The Project was originally described in an exhibit to the
Application for National Clean Renewable Energy Bond Limitation submitted to
the Internal Revenue Service by the Issuer in support of the national clean
renewable energy bond allocation received by the Issuer, which "Original
Description of the Project" is attached hereto as Exhibit C.

2.2 The Project is a Solar Energy Facility (the "Qualgfving Facility"), as defined in
Exhibit A and property functionally related and subordinate thereto, as iilrther
described inExhibit B, attached hereto.

Clean Renewable Energv Bonds Qualification.

3.1 At least 95 percent of the proceeds advanced to the Borrower pursuant to the Loan
Agreement will be used by the Borrower for capital expenditures with respect to
the Project. None of the proceeds of the Loan (as defined in the Loan Agreement)
will be paid to the Issuer, the Borrower or any Related Person to the Issuer or the
Borrower, except for amounts paid to the Borrower to reimburse the Borrower for
actual and direct expenditures relating to the Project paid by the Borrower to
persons other than the Issuer, the Borrower or any Related Person to the Issuer or
the Borrower.

3.2 The Borrower has incurred or will, within six months of the Closing Date, incur a
substantial binding obligation (not subject to contingencies within the control of
the Issuer, the Borrower or any Related Person to either of them) to a third party

CFC DOC
AZ014-A~9048-CB001 (JABLONJ)
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to expend at least ten percent of the Loan Amount (i.e. the total amount to be
advanced to the Borrower pursuant to the Loan Agreement). It is expected that
the work of acquiNng/consmctinyequipping the Project and the expenditure of

the Loan Amount will proceed with due diligence through August 11, 2008, at
which time it is anticipated that the Loan Amount will have been spent in its
entirety. The Borrower acknowledges that, to the extent that less than 95 percent
of the Loan Amount is expended by a date five years from the date of issuance of
the Securities, the Borrower will be required to prepay its Loan in an amount, and
the Issuer will redeem Securities at the end of such five-year period in an amount,
necessary to maintain the tax credit with respect to the Securities, unless
otherwise permitted by Section 6.5 hereof.

It is expected that all amounts advanced to the Borrower under the Loan
Agreement will be spent to pay costs of the Project in accordance with the
estimated periodic drawdown schedule contained in ExhibitD, attached hereto.
The assumptions set forth in this Section 3.2 and on Exhibit D, attached hereto,
represent the Borrower's best estimate, as of this date, of the periodic drawdown
schedule of the Loan Amount.

3.3 The Borrower may use amounts advanced to the Borrower under the Loan
Agreement to reimburse itself for expenditures paid prior to the date of issuance
of the Securities. The Borrower shall reimburse itself for expenditures paid prior
to the date of issuance of the Securities only if such expenditure was paid after the
Borrower adopted an inducement resolution, and the expenditure is described in
such inducement resolution.

The Borrower shall use proceeds of the Loan to reimburse itself for
expenditures paid prior to the date the Securities were issued only if such
reimbursement is made within eighteen months after the later of (i) the date
the expenditure is paid or (ii) the date the Project is placed in service, but in
no event later than three years after the date the original expenditure was
paid.

Except for any reimbursement allowed under this Section 3.3, no portion of the
proceeds advanced to the Borrower will be used to pay for expenditures relating
to acquiring existing facilities (as contrasted with costs of enhancements, repair or
rehabilitation of existing facilities).

3.4 Neither the Project nor any portion thereof has been, is expected to be, or will be
sold or otherwise disposed o£ in whole or in part, prior to the last maturity date of
the Securities.

3.5 The Borrower has entered into the Loan Agreement of even date hereof under
which it is committed to borrow $560,000 from the Issuer of the Securities and
the Borrower reasonably expects to borrow and expend the full amount of such
commitment.

CFC DOC
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3.6 At least 75% of the Loan Amount is expected to be used for Construction
Purposes.

3.7 The Borrower will not use proceeds of the Loan (i) to pre~pay for goods or
services to be received over a period of years prior to the date such goods or
services are to be received, or (ii) to pay for or otheMse acquire goods or
services fromanAffiliated Person, as definedin Exhibit A.

3.8 The Borrower shall at all times be a Qualified Borrower.

Remedial Action.

4.1 The Borrower agrees to operate the Project as a Qualifying Facility.

The Borrower aclmowledges that if property financed with proceeds of the
Securities advanced to the Borrower is operated in a manner other than as a
Qualifying Facility such operation may constitute a "deliberate action" that may
require remedial actions to prevent the tax credit being produced by the Securities
&om being disallowed.

The Borrower shall promptly contact the Issuer as provided in Section 6.3 hereof
if it considers operating property financed with proceeds of the Loan other Hwan as
a Qualifying Facility.

4.2 The Borrower acknowledges that if property financed with proceeds of the Loan
is sold or otherwise disposed of in a manner contrary to the provisions of
Section 3.4 hereof; such sale or disposition may constitute a "deliberate action"
that may require remedial actions to prevent the tax credit being produced by the
Securities from be'mg disallowed. If the Borrower considers the sale or other
disposition of property financed with proceeds of the Loan, it shall promptly
contact the Issuer, in the manner set forth in Section6.3hereof

5. Funds and Accounts:Investments.

5.1 Acer the issuance of the Securities, neither the Borrower nor any Related Person
to the Borrower has or will have any property, including cash, securities or any
other property held as a passive vehicle for the production of income or for
investment purposes, that constitutes:

(i) amounts that have a sufficiently direct nexus to the Securities or to
the governmental purpose of the Securities to conclude that the amounts would
have been used for that governmental purpose if the Seciuities were not used or to
be used for that governmental purpose (the mere availability or preliminary
earmarking of such amounts for a governmental purpose, however, does not itself
establish such a sufficient nexus);

CFC DOC
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(ii) amounts in a debt service fund, redemption fund, reserve fund
replacement fund or any similar fund to the extent reasonably expected to be used
directly or indirectly to pay principal of or interest on the Securities or any
amounts for which there is provided, directly or indirectly, a reasonable assurance
that the amount will be available to pay principal of or interest on the Securities or
any credit enhancement or liquidity device with respect to the Securities, even if
the Issuer, the Borrower or any Related Person to either of them 'encounter
financial difficulties: or

(i i i ) any amounts held pursuant to any agreement (such as an agreement
to maintain certain levels of types of assets) made for the benefit of the holders of
the Securities or any credit enhancement provider, including any liquidity device
or negative pledge (e.g., any amount pledged to pay principal of or interest on an
issue held under an agreement to maintain the amount at a particular level for the
direct or indirect benefit of holders of the Securities or a guarantor of the
Securities)

No compensating balance, liquidity account, negative pledge of property held for
investment purposes required to be maintained at least at a o cular level or
similar arrangement ezdsts with respect to, in any way, the Securities or any credit
enhancement or liquidity device related to the Securities

5.2 During the acquiring/constructing/equipping of the Project, the Borrower will
only draw down amounts from the Issuer for capital expenditures already paid by
the Borrower

5.3 Neither the Borrower nor any Related Person to the Borrower will enter into any
hedge (e.g., an interest rate swap, interest rate cap, futures contract, forward
contract or an option) with respect to the Loan or the Securities

5,4 All properly subject to the Mortgage is and will be used by the Borrower in die
conduct of its trade or business. The Borrower reasonably expects to repay the
Loan from current operating revenues. The Mortgage does not require that cash
securities, obligations, annuity contracts or other property held principally as a
passive vehicle for the production of income be maintained, individually or
collectively, at any particular level

Miscellaneous

6.1 This Project Agreement shall be governed by and construed in accordance with
the laws of the Commonwealth of Virginia

6.2 Prior to the date 15 days before the Securities were sold, neither the Borrower nor
any Related Person to the Borrower has sold or delivered any obligations that are
reasonably expected to be paid out of substantially the same source of funds as the
Securities. Neither the Borrower nor any Related Person to the Borrower will sell

CFC DOC
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or deliver within 15 days after the date hereof any obligations that are reasonably
expected to be paid out of substantially the same source of funds as the Securities.

6.3 All notices provided for herein shall be given or made in writing (including,
without limitation, by telecopy) and delivered to the Issuer at the "Address for
Notices" specified below. All such communications shall be deemed to have
been duly given (i) when personally delivered including, without limitation, by
overnight mail or courier service, (ii) in the case of notice by United States mail,
certified or registered, postage prepaid, return receipt requested, upon receipt
thereof; or (iii) in the case of notice by. telecopy, upon transmission thereof;
provided such transmission is promptly confirmed by either of the methods set
forth in clauses (i) or (ii) above i n each case given or addressed as provided for
herein. The Address for Notices of the Issuer is as follows:

National Rural Utilities Cooperative Finance Corporation
2201 Cooperative Way
Herndon, Virginia 20171-3025
Attention: Senior Vice President - Member Services
Fax #703-709-6776

6.4 The Borrower represents that it has not been contacted by the Internal Revenue
Service or any issuer of bonds, the proceeds of which were loaned to the
Borrower regarding any examination of any tax exempt bonds issued for the
benefit of the Borrower. To the best of the lmowledge of the Borrower, no such
obligations of the Borrower are currently under examination by the Internal
Revenue Service.

6.5 Any restriction or covenant contained herein need not be observed or may be
changed if such nonobservance or change will not result in the loss of any tax
credit under Section 54 of the Code for the purpose of federal income taxation to
which the Securities is otherwise entitled and the Borrower receives an opinion of
Bond Counsel to such effect and the Issuer agrees to such nonobservance or
change.

6.6 If any clause, provision or section of this Project Agreement is ruled invalid by
any court of competent jurisdiction, the invalidity of such clause, provision or
section shall not affect any of the remaining clauses, sections or provisions hereof

6.7 The terms, provisions, covenants and conditions of this Project Agreement shall
bind and inure to the benefit of the respective successors and assigns of the Issuer
and the Borrower.

6.8 This Project Agreement shall terminate on the date three (3) years after the CREB
Maturity Date. l
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The undersigned acknowledge that this Project Agreement is given as a basis for an
opinion of the law firm of Chapman and Cutler LLP, Chicago, Illinois, and such firm is hereby
authorized to rely on this Project Agreement.

DATED as of the day and year first above written,

SULPHUR SPRINGS VALLEY ELECTRIC

COOPERATIVE, INC.

B y 8 . » W Rx
Ti t le Ff  ¢.$ ¢`é¢ M T'

\
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EXHIBIT A

DEFINITION s

"Affiliated Person " means any Person that (a) at any time during the six months prior to
the Closing Date, (i) has more than five percent of the voting power of the governing body of the
Issuer or the Borrower in the aggregate vested in its directors, officers, owners, and employees or
(ii) has more than five percent of the voting power of its governing body in the aggregate vested
in directors, officers, board members, owners, members or employees of the Issuer or the
Borrower or (b) dining the one-year period beginning six months prior to the Closing Date, (i)
the composition of the governing body of which is modified or established to reflect (directly or
indirectly) representation of die interests of the Issuer or the Borrower (or for which an
agreement, understanding, or arrangement relating to such a modification or establishment
during that one-year period) or (ii) the composition of the governing body of the Issuer or the
Borrower is modified or established to reflect (directly or indirectly) representation of the
interests of such Person (or for which an agreement, understanding, or arrangement relating to
such a modification or establishment during that one-year period).

"Bond Counsel" means Chapman and Cutler LLP or any other nationally recognized
tim of attorneys experienced in the field of municipal obligations whose opinions are generally
accepted by purchasers of municipal obligations.

"Closing Dale" means the date the Issuer issues theSecurities.

"Code " means the Internal Revenue Code of 1986, as amended.

"Constructed Personal Property " means tangible personal property (or, if acquired
pursuant to a single acquisition contract, properties) or Specially Developed Computer Software
if(i) a substantial portion of the property or properties is completed more than six (6) months
alter the earlier of the date construction or rehabilitation commenced and the date the Borrower
entered into an acquisition contract, (ii) based on the reasonable expectations of the Borrower, if
any, or representations of the person constructing the property, with the exercise of due
diligence, completion of construction or rehabilitation (and delivery to the issuer) could not have
occurred within that six-month period; and (iii) if the Borrower itself builds or rehabilitates the
property, not more than 75 percent of the eapitalizable cost is attributable to progeNy acquired by
the Borrower (e.g., components, raw materials, and other supplies).

"Construction Purposes " means capital expenditures that are allocable to the cost of Real
Property or Consmcted Personal Property. Except as provided in the next succeeding sentence,

construction expenditures do not include expenditures for acquisitions of interests in land or
other existing real property. Expenditures are not for the acquisition of an interest in existing
real property other than land if the contract between the seller and the Borrower requires the
seller to build or install the property (e.g., a turnkey contract), but only to the extent that the
property has not been built or installed at the time the parties enter into the contract.
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Control" means the possession, directly or indirect through others, of either of the
following discretionary and non-ministerial rights or Powers over another entity (i) to approve
and to remove without cause a controlling portion of the governing body of a Controlled Entity
or (ii) to require the use of fiends or assets of a Controlled Entity for any purpose

Controlled Entity" means any entity or one of a group of entities that is subject to
Control by a Controlling Entity or group of Controlling Entities

Controlled Group " means a group of entities directly or indirectly subj et to Control by
the same entity or group of entities, including the entity that has the Control of the other entities

Controlling Entity" means any entity or one of a group of entities directly or indirectly
having Control of any entities or group of entities

CREW Maturity Date " shall have the meaning ascribed to it in the Loan Agreement

Governmental Body" means any State, territory, possession of the United States, the
District of Columbia, Indian tribal government, and any political subdivision thereof

Mortgage " means the mortgage and security agreement applicable to substantially all of
the property of the Borrower

Qual; led Borrower" means (i) a mutual or cooperative electric company described i n
Sections 50l(c)(12) or l381(a)(2)(C) of the Code, or (ii) a Governmental Body (as defined
above)

Real Properly" means land and improvements to land, such as buildings or other
inherently permanent structures, including interests in real property. For example, real properly
includes wiring in a building, plumbing systems, central heating or air-conditioning systems
pipes or ducts, elevators, escalators installed in a building, paved parking areas, roads, wharves
and docks, bridges, and sewage lines

Related Person " means any member of the same Controlled Group as the Issuer or the
Borrower and any person related to the Issuer or a Borrower wi thin the meaning of
Section 144(a)(3) of the Code

Solar Energy Facility " means a facility using solar energy to produce electricity

Specially Developed Computer Software" means any programs or routines used to
cause a computer to perform a desired task or set of tasks, and the documentation required to
describe and maintain those programs, provided that the sotiware is specially developed and is
functionally related and subordinate to real properly or other constructed personal property

Tangible Personal Property" means any tangible property other than real property
including interests in tangible personal property. For example, tangible personal property
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includes machinery that is not a structural component of a building, subway cars, fire trucks,
automobiles, office equipment, testing equipment, and furnishings.

I
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EXHIBIT B

UPDATED DESCRIPTION OF THE PROJECT

CFC Application
Bond Proceeds Needed for Project
Bond Allocation Requested and Received:

No. 18 Sulphur Springs Valley EC, Inc
$560,000
$560,000

Name ofProj act St. David Unified School District Photovoltaic
Solar Automobile Parking Shade Structure

Project Street Addresses St. David High School St. DavidElementary
School
70 W. Patton
St. David. AZ85630

Phone Number
Fax Number
County

70 E. Patton
St. David. AZ 85630
(520) 740-4781
(520)720-4783
Cochise County

Individual Name to Contact
Company Name
Street Address
City, State, Zip
Telephone Number

Jack Blair
Sulfur Springs Valley Electric Cooperative, Inc

311E. Wilcox Drive
Sierra Vista.AZ 85635
(520)515-3470
(520)458~3467

Updated Detailed Description of the Project

Details of the Project and costs of the components such as land, site prep, equipment
installation, other dedicated facilities such as transmission, and capacity

1

E
2



r

EXHIBIT C

ORIGINAL DESCRIPTION OF THE PROJECT

[ExH1B1T A To ISSUER APPLICATION To THE IRS]
CLEAN RENEWABLE ENERGY BONDS APPLICATION

EXHIBIT A

SULPHUR SPRINGS VALLEY ELECTR1C Coo1>ERAT1vE, INC.

ST. DAvy UNIFIED ScHooL Dlsnucr PHoTovoLTAic SOLAR SHADE STRUCTURE

This project will place photovoltaic modules costing $280,000 each, that will produce 23 kW of
electricity in the shade structures in the two St. David Unified School District schools. The PV
structure will provide electricity to the respective school at no charge. There will also be a cable
connection to a computer in the library of each school to show students how the system is
worldng.

This project is the identical project that Navopache Electric Cooperative in Arizona built in 2001
that continues to function with no issues/problems.

SSVEC will operate and maintain the structure. Any excess power produced will flow back to
the SSVEC grid.

The PV structures at the schools will significantly reduce their electric bills, which have been
disproportionately large due to the per meter monthly surcharges mandated by the Environmental
Portfolio Program (EPP), and approved by the Arizona Corporation Commission. All customers
pay the EPP fees to SSVEC, which uses them to fid renewable energy projects. Since each
school has many meters, they pay the EPP a disproportionately large amount of dollars. The
benefit of reduced electric bills will offset their payments into the fund.

The RFP issued by Sulphur Springs Valley Electric Cooperative follows.
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SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC.
A ToUcHsTone; ENBRCY® CO0PERAT1VE

FOR THE ELECTRIC COOPERATIVES IN THE STATE OF ARIZONA

REQUEST
A

PROPOSAL

F o r

l A PHOTOVOLTAIC SYSTEM
USED FOR

SHADE STRUCTURES
F o r

PUBLIC BUILDINGS

Issunnz AUGUST 1, 2005

Narrative: The Electric Cooperatives in Arizona (Duncan Valley EC, Graham County
EC, Mohave EC, Navopache EC, Sulfur Springs Valley EC, Trico EC and Arizona Electnlc
Power Cooperative, Inc.) request a proposal for a modular designed system to supply a 10 kW to
30 kW Photovoltaic (PV) system. System size is relative to the space available for the PV panels
on each site. System may consist of multiple &ee standing modules interconnected to meet the 10
to 30 kW size requirement. Modules to be used as free standing carports or free standing covers
for walkways to provide shade. These systems are to be used at public buildings to increase the
awareness of PV systems and operations and systems will be sizedbased on the available space.
Base pricing for 10, 15, 20, 25, and 30 kW systems are requested (systems may be rounded to the
nearest kw increment). The interconnection cost 'from the PV system to nearest distribution
panel will be on a case by case basis due to the variation in sites. This RFP is not all inclusive
and contractor may include other specifications or requirements they feel are necessary for a
SUCC¢SSf\ll venture.

This RFP is released on August 1, 2005 and response must be in a written proposal by
October 1, 2005. For questions or clarification of details please contact Albert Gomez (520-515-
3473) or David Bane (520-515-3472).

SCOPE OF WORK - THE CONTRACTOR WILL BE RESPONSIBLE FOR THE FOLLOWING!

•

•

•

•

•

•

•

Structural design of the supporting PV structures (carport and walkway)
One line circuit diagrams for approval by local Cooperative's engineering department
Complete wiring diagrams (to be included in owner manual)
Isolation transformers as needed to meet the NEC
Purchase and installation of all components
Systems test period of 4-6 weeks prior to transfer of title of equipment to site owner
Any required Permits (Cooperative will reimburse actual cost of permits)
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•

•

•

•

•

•

Meter socket on the A/C output of the inverter(s)
Interconnection with Customers electric service
Fencing around inverters and other equipment as required for security and public safety
Project to meet or exceed SunWatts standards
Basic training for site owner / site operator
Operators Manual

THE COOPERATIVEWILLPROVIDE THE FoLLow1nG:

Meter to measure AC output from PV system to owners electric panel
Written pennission from site owner to build the PV Module
Act as the point of contact with the installationContactor on behalf of the site owner

STRUCTURAL DESIGN REQUIREMENTS :

The basic structure is to support the PV cells but must be able to work as a carport with
all the required clearances. Support should be in a cantilever style to allow easy parldng, spacing
on vertical supports should be in multiples of 10 feet to be able to match typical parldng lot
spacing, height should allow the parking of full size passenger vans, and structure does not have
to be water proof (providing shade to vehicles is secondary to the production of energy). Sample
profile (to show intent not required design) is on page 4. Ideal structure would have the ability to
support PV panels that would be effective if the long side of the structure is in a North-South as
well as East-West orientation.

PV DESIGN REQUIREMENTS :

•

•

PV panels shall have warranty for a minimum of 15 years to cover rated output (output
degradation not to exceed 20% over life of panel)
All system components will be UL certified
System will include isolation transformers per section 250-30 of the NEC
Polyphase inverter with voltage to match customer's system.
Inverter to match capacity of project
15 year manufacturers warranty on Inverter (contractor may use an extended warranty

insurance policy tomeet 15 year requirement)
Contractor will warranty repair labor at 100% for first 5 years, 66% of labor for second 5

years, and 33% of labor for remaining 5 years, (limited to warranty repairs)
Interconnection costs 'from site of PV system to nearest practical distribution panel will be

on a case by case basis, (site selection process will keep this as short as possible)

S1JnwA1"rs REQUIREMENTS :

One-line drawings subject to approval by local Cooperative's engineering department
Units to operate in parallel with grid
Includes protection for out of frequency problems
Low harmonics E
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Inverter must disconnect in the event grid power is lost
Lockable safety switch located between the inverter and meter socket

TRAINING REQUIREMENTS :

The Contractor will prov ide suff icient time with the site owner to explain how to
disconnect the system, locate inverter, identify all junction boxes between the modules, and
identify any system warning lights or displays. Contractor will also provide systemmanual with
basic operating instructions and all the associated warranty information and manufacturer
contacts listed.
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EXHIBIT D

MONTHLY DRAWDOWN SCHEDULE OF AMOUNTS TO BE ADVANCED TO THE
BORROWER PURSUANT To THE LOAN AGREEMENT

DATE on WHICH PROCEEDS ARE
EXPECTED TO BE EXPENDED

AMOUNTS oF PROCEEDS To BE
EXPENDED

August 4, 2008 $280,000

August 11, 2008 $280,000
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SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC.

To

NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE CORPORATION

Issuer

LOAN AGREEMENT

Dated as of I2/3/ ,200]

Clean Renewable Energy Bonds
(Cooperative Renewable Energy Projects) Series 2008A

of National Rural Utilities Cooperative Finance Corporation
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LOAN AGREEMENT

LOAN AGREEMENT (this "Agreement") dated as of
between SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, \NC. ("Borrower"), a
corporation organized and existing under the laws of the State of Arizona and NATIONAL RURAL
UTILITIES COOPERATiVE FINANCE CORPORATION ("CFC"), a cooperative association
organized and existing under the laws of the District of Columbia

RECITALS

WHEREAS, the Borrower has applied to CFC for a loan for the purposes set forth in
Schedule 1 hereto, and CFC is will ing to make such a loan to the Borrower on the terms and
conditions stated herein: and

W HEREAS, the Borrower has agreed to execute a promissory note to ev idence an
indebtedness in the aggregate principal amount of the CFC Commitment (as hereinafter defined),

NOW, THEREFORE, for and in consideration of the premises and the mutual covenants
hereinafter contained, the parties hereto agree and bind themselves as follows:

ARTICLE I

DEFINITIONS

Section 1.01 For purposes of this Agreement, the following capitalized terms shall have the
following meanings (such definitions to be equally applicable to the singular and the plural form
thereof). Capitalized terms that are not defined herein shall have the meanings as set forth in the
Mortgage.

"Accounting Requirements" shall mean any system of accounts prescribed by a federal
regulatory authority having jurisdiction over the Borrower or, in the absence thereof, the requirements
of GAAP applicable to businesses similar to that of the Borrower.

"Advance" shall mean each advance of funds by CFC to the Borrower pursuant to the terms
and conditions of this Agreement, including the Initial Advance and the Primary Advance.

"Authorized Officer of the Borrower" means the Chairman, General Manager or Chief
Financial Officer of the Borrower or any other person authorized by the Board of the Borrower so to
act or any other person performing a function similar to the function performed by any such officer or
authorized person

Average DSC Ratio" shall mean the average of the Borrower's two highest annual DSC
Ratios during the most recent three calendar years

Bond Counsel" means an attorney at law or a firm of attorneys (designated by CFC and
acceptable to the Trustee) of nationally recognized standing in matters pertaining to the tax-exempt
nature of interest or tax credits on bonds issued by states and their political subdivisions, duly
admitted to the practice of law before the highest court of any state of the United States of America

CFC LOANAG
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"Business Day" shall mean any day that both CFC and the depository institution CFC
utilizes for funds transfers hereunder are open for business.

"CFC Commitment" shall have the meaning as defined in Schedule 1.

"CFC CREB Rate" shall mean the interest rate charged by CFC for loans made by CFC from
proceeds of the CREBs which rate shall not exceed one hundred and fifty basis points (150/100 of
1%) per annum.

"Closing Date" shall mean the date CFC issues the CREBs.

"Code" shall mean the Internal Revenue Code of 1986, as supplemented and amended.

"Completion Certificate" shal l  mean the cert i f icate of  the Borrower requi red by
Section 5.01.P of this Agreement, substantially in the form of Exhibit C hereto.

"CREBs" shall mean the series of Securities issued by CFC to provide financing for the
Project.

"CREB Maturity Date" shall mean the maturity date of the CREBs, which shall be the
December 15th prior to the Maximum CREB Teml Anniversary Date.

"Debt Service Coverage ("DSC") Ratio" shall mean the ratio determined as follows: for any
calendar year add (i) Operating Margins, (ii) Non-Operating Margins--Interest, (iii) Interest Expense,
(iv) Depreciation and Amortization Expense, and (v) cash received in respect of generation and
transmission and other capital credits, and divide the sum so obtained by the sum of all payments of
Principal and Interest Expense required to be made during such calendar year, provided, however,
that in the event that any amount of Long-Term Debt has been refinanced during such year, the
payments of Principal and Interest Expense required to be made during such year on account of
such refinanced amount of Long-Term Debt shall be based (in lieu of actual payments required to be
made on such refinanced amount of Long-Term Debt) upon the larger of (i) an annualization of the
payments required to be made with respect to the refinancing debt during the portion of such year
such refinancing debt is outstanding or (ii) the payment of Principal and Interest Expense required to
be made during the following year on account of such refinancing debt.

"Default Rate" shall mean a rate per annum equal to one hundred and fifty basis points
(150/100 of 1%).

"Depreciation and Amortization Expense" shal l  mean an amount consti tut ing the
depreciation and amortization of the Borrower computed pursuant to Accounting Requirements.

"Determination of Tax Credit ineligibility" shall mean a determination that a particular
series of Securities does not qualify for a tax credit for the owner thereof under Section 54 of the
Code, which determination shall be deemed to have been made upon the occurrence of the first to
occur of the following:

(a) the date on which CFC determines that there is a significant likelihood that a
particular series of Securities may not qualify for a tax credit, if  such determination is
supported by a written opinion of Bond Counsel to that effect, or

CFC LOANAG
AZ014-A~9048-CB001 (JABLONJ)
117610-2



r

q

11

3

(b) the date on which CFC shall receive notice in writing'that the Trustee has been
advised by the owner of any Security that a particular series of Securities does not qualify for
a tax credit for the owner thereof, based upon a final determination made either by: (A) the
internal Revenue Service in a published or private ruling or technical advice memorandum or
(B) any court of competent jurisdiction in the United States of America, as a result of a failure
by CFC or any borrower to observe any agreement or representation in the Tax Compliance
Agreement or a Loan Agreement or Project Agreement relating to the proceeds of the
Securities. Any such determination will not be considered final for this purpose unless the
Owner of the Securities involved in the proceeding or action resulting in the determination (i)
gives CFC and the Trustee prompt written notice of the commencement thereof and (ii) if
CFC agrees to pay all expenses in connection therewith and to indemnify such Owner of the
Securities against all liabilities in connection therewith, offers CFC an opportunity to contest
the determination, either directly or in the name of the Owner of the Securities, and until
conclusion of any review, if sought.

"Distributions" shall mean, with respect to the Borrower, any dividend, patronage refund,
patronage capital retirement or cash distribution to its members, or consumers (including but not
limited to any general cancellation or abatement of charges for electric energy or services furnished
by the Borrower). The term "Distribution" shall not include (a) a distribution by the Borrower to the
estate of a deceased patron, (b) repayment by the Borrower of a membership fee upon termination of
a membership, or (c) any rebate to a patron resulting from a cost abatement received by the
Borrower, such as a reduction of wholesale power cost previously incurred.

"Draw Period" shall have the meaning as described in Schedule 1 hereto.

"Environmental Laws" shall mean all laws, rules and regulations promulgated by any
Governmental Authority, with which Borrower is required to comply, regarding the use, treatment
discharge, storage, management,
distribution, transport, release of or exposure to any Hazardous Material.

handling, manufacture, generation, processing, recycling,

"Equity" shall mean the aggregate of  the Borrower's equities and margins computed
pursuant to Accounting Requirements.

"Event of Default" shall have the meaning as described in Article VI hereof.

"Funds Requisition Statement" shall mean the certificate of the Borrower, in the form set
forth as Exhibit A to this Agreement, by which the Borrower will obtain an advance of funds from CFC
under the Loan.

"GAAP" shall mean generally accepted accounting principles set forth in the opinions and
pronouncements of the Accounting Principles Board and the American Institute of Certified Public
Accountants and statements and pronouncements of the Financial Accounting Standards Board.

"Governmental Authority" shall mean the government of the United States of America, any
other nation Cr * * '

_and any agency, authority, instrumentality, regulatory body, court or other entity exercising executive,
legislative, judicial, taxing, regulatory or administrative Powers or functions of or pertaining to
government.

government, any state or other political subdivision thereof, whether state or local

"Hazardous Material" shall mean any (a) petroleum or petroleum products, radioactive
materials, asbestos-containing materials, polychlorinated biphenyls, lead and radon gas, and (b) any
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other substance designated as hazardous or toxic or as a pollutant or contaminant under any
Environmental Law.

"Indenture"shall mean the Indenture between CFC and U.S. Bank Trust Company National
Association, relating to the first issue of Securities, pursuant to which the Securities, including the
CREBs are issued, as supplemented and amended.

"InitialAdvance" shall mean the Advance made by CFC on the Glosing Date pursuant to
Section 3.02.A hereof to fund a portion of CFC's costs in issuing the CREBs attributable to the CFC
Commitment, including, but not limited to, original issue discount, underwriting discount and other
costs of issuance, including, without limitation, rating agency costs and legal, underwriting and
Trustee expenses.

"Interest Expense" shall mean an amount constituting the interest expense with respect to
Long-Term Debt of the Borrower computed pursuant to Accounting Requirements. in computing
Interest Expense, there shall be added, to the extent not otherwise included, an amount equal to 33-
1 l3% of the excess of Restricted Rentals paid by the Borrower over 2% of the Borrower's Equity.

"Lien" shall mean any statutory or common law consensual or non-consensual mortgage,
pledge, security interest, encumbrance, lien, right of set off, claim or charge of any kind, including,
without limitation, any conditional sale or other title retention transaction, any lease transaction in the
nature thereof and any secured transaction under the Uniform Commercial Code.

"Loan" shall mean the loan made by CFC to the Borrower, pursuant to this Agreement and
the Note, in an aggregate principal amount not to exceed the CFC Commitment.

"Loan Capital Term Certificate" or "LCTC" shall mean a certificate, or book entry form of
account, evidencing the Borrower's purchase of equity in CFC.

"Loan Documents" shall mean this Agreement, the Note, the Mortgage, the Project
Agreement and all other documents or instruments executed, delivered or executed and delivered by
the Borrower and evidencing, securing, governing or otherwise pertaining to, the Loan.

"Long-Term Debt" shall mean an amount constituting the long~term debt of the Borrower
computed pursuant to Accounting Requirements.

"Maturity Date" shall mean the Payment Date immediately prior to the CREB Maturity Date
permitted for the CREBs under Section 54(e)(2) of the Code as in effect on the Closing Date.

"Maximum CREB Term Anniversary Date" shall mean the anniversary of the Closing Date
that occurs at the maximum term permitted for the CREBs under Section 54(e)(2) of the Code as in
effect on the Closing Date.

"Mortgage"shall have the meaning as described in Schedule 1 hereto.

"Mortgaged Property" shall have the meaning ascribed to it in the Mortgage.

"Non-Operating Margins--lnterest" shall mean the amount representing the interest
component of non-operating margins of the Borrower computed pursuant to Accounting
Requirements.

s
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"Note" shall mean the secured promissory note, payable to the order of CFC, executed by
the Borrower, dated as of even date herewith, pursuant to this Agreement as identified on Schedule
1 hereto and shall include any substitute note or modification thereto.

"Obligations" shall mean any and all liabilities, obligations or indebtedness owing by the
Borrower to CFC, of any kind or description, irrespective of whether for the payment of money,
whether direct or indirect, absolute or contingent, due or to become due, now existing or hereafter
arising.

"Operating Margins"shall mean the amount of patronage capital and operating margins of
the Borrower computed pursuant to Accounting Requirements.

"Payment Date" shall mean the first (1 st) day of each of March, June and September and
December.

"Payment Notice" shall mean a notice furnished by CFC to the Borrower that indicates the
amount of each payment of interest or interest and principal and the total amount of each payment
due.

"Permitted Encumbrances"shall have the meaningascribed to it in the Mortgage.

"Person"shall mean natural persons, cooperatives, corporations, limited liability companies,
limited partnerships, general partnerships, limited liability partnerships, joint ventures, associations,
companies, trusts or other organizations, irrespective of whether they are legal entities, and
Governmental Authorities.

"Primary Advance" shall mean the Advance made by CFC to the Borrower pursuant to
Section 3.02.B hereof two Business Days after the Closing Date to reimburse Borrower for costs of
the Project.

"PrincipaI" shall mean the amount of principal billed on account of Long-Term Debt of the
Borrower computed pursuant to Accounting Requirements.

"Project"shall mean the project being financed pursuant to the Loan, as further described in
Schedule 1.

"Project Account" means an account created pursuant to the Indenture within the Project
Fund related to the CREBs.

"Project Agreement" shall mean the Project Agreement, dated as of even date herewith,
executed by the Borrower with respect to the Project and the CREBs.

"Project Fund"means the Project Fund created and identified as such in the Indenture.

"Restricted Rentals" shall mean all rentals required to be paid under finance leases and
charged to income, exclusive of any amounts paid under any such lease (whether or not designated
therein as rental or additional rental) for maintenance or repairs, insurance, taxes, assessments,
water rates or similar charges. For the purpose of this definition the term "finance lease" shall mean
any lease having a rental term (including the term for which such lease may be renewed or extended
at the option of the lessee) in excess of three (3) years and covering property having an initial cost in
excess of $250,000 other than automobiles, trucks, trailers, other vehicles (including without
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limitation aircraft and ships), office, garage and warehouse space and office equipment (including
without limitation computers).

"Securities" shall mean one or more series of clean renewable energy bonds issued by CFC
under the Indenture. .

"Subsidiary" as to any Person, shall mean a corporation, partnership, limited partnership,
limited liability company or other entity of which shares of stock or other ownership interests having
ordinary voting power (other than stock or such other ownership interests having such power only by
reason of the happening of a contingency) to elect a majority of the board of directors or other
managers of such entity are at the time owned, or the management of which is otherwise controlled,
directly or indirectly through one or more intermediaries, or both, by such Person, Unless otherwise
qualif ied, all references to a "Subsidiary" or to "Subsidiaries" in this Agreement shall refer to a
Subsidiary or Subsidiaries of the Borrower.

"Tax Compliance Agreement" means a tax compliance certificate and agreement of CFC
with respect to a series of Securities, as accepted by the Trustee, as amended.

"Termination Certificate" shal l  mean the cer t i f i cate of  the Borrower requi red by
Section 5.01 .Q of this Agreement, substantially in the form of Exhibit D hereto.

"Total Assets" shall mean an amount constituting the total assets of the Borrower computed
pursuant to Accounting Requirements.

"TotaI Utility Plant" shall mean the amount constituting the total utility plant of the Borrower
computed pursuant to Accounting Requirements.

"Trustee" shall mean U.S. Bank Trust Company Natlonal Association and its successors and
assigns.

ARTICLE ll

REPRESENTATIONS AND WARRANTIES

Section 2.01 The Borrower represents and warrants to CFC that as of the date of this
Agreement:

A. Good Standing. The Borrower is duly organized, validly existing and in good
standing under the laws of the jurisdiction of its incorporation or organization, is duly qualified to do
business and is in good standing in those states in which it is required to be qualified to conduct its
business. The Borrower is a member in good standing of CFC.

B. Subsidiaries and Ownership. Schedule 1 hereto sets forth a complete and accurate
list of the Subsidiaries of the Borrower showing the percentage of the Borrower's ownership of the
outstanding stock, membership interests or partnership interests, as applicable, of each Subsidiary.

C. Authority; Validity. The Borrower has the power and authority to enter into this
Agreement, the Note, the Project Agreement and the Mortgage, to make the borrowing hereunder, to
execute and deliver all documents and instruments required hereunder and to incur and perform the
obligations provided for herein, in the Note, in the Project Agreement and in the Mortgage, all of
which have been duly authorized by all necessary and proper action, and no consent or approval of
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any Person, including, as applicable and without limitation, members of the Borrower, which has not
been obtained is required as a condition to the validity or enforceability hereof or thereof.

Each of this Agreement, the Note, the Project Agreement and the Mortgage is, and when fully
executed and delivered will be, legal, valid and binding upon the Borrower and enforceable against
the Borrower in accordance wi th i ts terms, subject to appl icable bankruptcy, insolvency,
reorganization, moratorium or other laws affecting creditors' rights generally and subject to general
principles of equity.

D. No Conflicting Agreements. The execution and delivery of the Loan Documents
and performance by the Borrower of the obligations thereunder, and the transactions contemplated
hereby or thereby, will not: (i) violate any provision of law, any order, rule or regulation of any court or
other agency of government, any award of any arbitrator, the articles of incorporation or by-laws of
the Borrower, or any indenture, contract, agreement, mortgage, deed of trust or other instrument to
which the Borrower is a party or by which it or any of its property is bound, or (ii) be in conflict with,
result in a breach of or constitute (with due notice and/or lapse of time) a default under, any such
award, indenture, contract, agreement, mortgage, deed of trust or other instrument, or result in the
creation or imposition of any Lien (other than contemplated hereby) upon any of the property or
assets of the Borrower.

The Borrower is not in default in any material respect under any agreement or instrument to which it
is a party or by which it is bound and no event or condition exists which constitutes a default, or with
the giving of notice or lapse of time, or both, would constitute a default under any such agreement or
instrument.

E. Taxes. The Borrower, and each of its Subsidiaries, has filed or caused to be filed all
federal, state and local tax returns which are required to be filed and has paid or caused to be paid
all federal, state and local taxes, assessments, and governmental charges and levies thereon,
including interest and penalties to the extent that such taxes, assessments, and governmental
charges and levies have become due, except for such taxes, assessments, and governmental
charges and levies which the Borrower or any Subsidiary is contesting in good faith by appropriate
proceedings for which adequate reserves have been set aside.

F. Licenses and Permits. The Borrower has duly obtained and now holds all licenses,
permits, certifications, approvals and the like necessary to own and operate its property and business
that are required by Governmental Authorities and each remains valid and in full force and effect.

G. Litigation. There are no outstanding judgments, suits, claims, actions or proceedings
pending or, to the knowledge of the Borrower, threatened against or affecting the Borrower, its
Subsidiaries or any of their respective properties which, if adversely determined, either individually or
collectively, would have a material adverse effect upon the business, operations, prospects, assets,
liabilities or financial condition of the Borrower or its Subsidiaries. The Borrower and its Subsidiaries
are not, to the Borrower's knowledge, in default or violation with respect to any judgment, order, writ,
injunction, decree, rule or regulation of any Governmental Authority which would have a material
adverse effect upon the business, operations, prospects, assets, liabilities or financial condition of the
Borrower or its Subsidiaries.

H. Financial Statements. The balance sheet of the Borrower as at the date identified in
Schedule 1 hereto, the statement of operations of the Borrower for the period ending on said date,
and the interim financial statements of the Borrower, all heretofore furnished to CFC, are complete
and correct. Said balance sheet fairly presents the financial condition of the Borrower as at said date
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and said statement of operations fairly reflects its operations for the period ending on said date. The
Borrower has no contingent obligations or extraordinary forward or long-term commitments except as
specifically stated in said balance sheet or herein. There has been no material adverse change in
the financial condition or operations of the Borrower from that set forth in said financial statements
except changes disclosed in writing to CFC prior to the date hereof.

I. Borrower's Legal Status. Schedufe 1 hereto accurately sets forth: (I) the Borrower's
exact legal name, (ii) the Borrower's organizational type and jurisdiction of organization, (iii) the
Borrower's organizational identification number or accurate statement that the Borrower has none,
and (iv) the Borrower's place of business or, if more than one, its chief executive office as well as the
Borrower's mailing address if different.

J. Required Approvals. Other than the CREBs allocation received from the Internal
Revenue Service, no license, consent or approval of any Governmental Authority is required to
enable the Borrower to enter into this Agreement, the Project Agreement, the Note and the
Mortgage, or to perform any of its Obligations provided for in such documents, including without
limitation (and if applicable), that of any state public utilities commission, any state public service
commission, and the Federal Energy Regulatory Commission, except as disclosed in Schedule 1
hereto, all of which the Borrower has obtained prior to the date hereof.

K. Compliance With Laws. The Borrower and each Subsidiary is in compliance, in all
material respects, with all applicable requirements of law and all applicable rules and regulations of
each Governmental Authority.

L. Disclosure. To the Borrower's knowledge, information and belief , neither this
Agreement nor any document, certificate or financial statement furnished to CFC by or on behalf of
the Borrower in connection herewith (all such documents, certificates and financial statements, taken
as a whole) contains any untrue statement of a material fact or omits to state any material fact
necessary in order to make the statements contained herein and therein not misleading.

M. No Other Liens. As to property which is presently included in the description of
Mortgaged Property, the Borrower has not, without the prior written approval of CFC, executed or
authenticated any security agreement or mortgage, or filed or authorized any financing statement to
be filed with respect to assets owned by it, other than security agreements, mortgages and financing
statements in favor of CFC, except as disclosed in writing to CFC prior to the date hereof or relating
to Permitted Encumbrances.

N. Environmental Matters. Except as to matters which individually or in the aggregate
would not have a material adverse effect upon the business or financial condition of the Borrower or
its Subsidiaries, (i) Borrower is in compliance with all Environmental Laws (including, but not limited
to, having any required permits and licenses), (ii) there have been no releases (other than releases
remediated in compliance with Environmental Laws) from any underground or aboveground storage
tanks (or piping associated therewith) that are or were present at the Mortgaged Property, (iii)
Borrower has not received written notice or claim of any violation of any Environmental Law, (iv)
there is no pending investigation of Borrower in regard to any Environmental Law, and (v) to the best
of Borrower's knowledge, there has not been any release or contamination (other than releases or
contamination remediated in compliance with Environmental Laws) resulting from the presence of
Hazardous Materials on property owned, leased or operated by the Borrower.

O. Project Agreement. As set forth in the Project Agreement, the Project constitutes "a
qualified project" as defined in Section 54(d)(2)(A) of the Code. As set forth in the Project Agreement,
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the Borrower constitutes currently, and will remain through the period that the CREBs remain
outstanding, "a Qualified Borrower", meaning a (i) mutual or cooperative electric company described
in Sections 501 (c)(12) or 1381(a)(2)(C) of the Code, or (ii) a Governmental Body, which is defined as
any state, territory possession of the U.S., the District of Columbia, india tribal government, and any
political subdivision thereof. The statements, information and descriptions contained in the Project
Agreement are true, correct and complete, and do not contain any untrue statement or misleading
statementof a material fact, and do not omit to state a material fact required to be stated therein or
necessary to make the statements, information and descriptions contained therein, in the light of the
circumstances under which they were made, not misleading, and the estimates and the assumptions
contained in the Project Agreement are reasonable and based on the best information available to
the Borrower.

ARTICLE Ill

LOAN

Section 3.01 Definitions.For purposes of this Article 3, the following capitalized terms shall
have the following meanings:

"Borrower's Annual Bond Repayment Amount" shall mean the amount determined by
dividing the CFC Commitment by the number of years from the Closing Date to the Maximum CREB
Term Anniversary Date, which amount shall be recalculated on the date CFC rescinds any excess
moneys pursuant to Section 3.05 or 3.06 hereof.

"Quarterly Bond Deposit Amount" shall mean for each Payment Date, the amount
determined by subtracting from the Quarterly Bond Repayment Amount the principal amount payable
by the Borrower pursuant to Section 3.03.A(ii)(b)(1) on such Payment Date.

"Quarterly Bond Repayment Amount" shall mean one-fourth (%) of the Borrower's Annual
Bond Repayment Amount.

Section 3.02 Advances. The obligation of the Borrower to repay the Advances shall be
evidenced by the Note. The aggregate amount of all Advances made hereunder shall not exceed the
CFC Commitment. At the end of the Draw Period, CFC shall have no further obligation to make
Advances.

A. Initial Advance. Borrower hereby agrees that on the Closing Date, CFC shall
automatically, and without action by Borrower, make the Initial Advance. On the Closing Date, CFC
shall notify Borrower of the final amount of the Initial Advance and the amount of the CFC
Commitment remaining for Borrower to subsequently Advance.

B. Subsequent Advances.

(i) The Borrower may submit a request for the Primary Advance to CFC in writing (which
may be submitted by facsimile) no later than 12:00 noon local time at CFC's offices in
Herndon, Virginia seven Business Days prior to the Closing Date. The Primary
Advance may be requested in any amount up to the CFC Commitment. CFC shall
make the Primary Advance two Business Days after the Closing Date in the lesser of
(i) the aggregate amount of such requested Primary Advance, and (ii) the amount of
the CFC Commitment less the amount of the Initial Advance.
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(ii) Except as set forth in 3.02.A and 3.02.B(i) hereof, the Borrower shall submit its
request for an Advance to CFC in writing (which may be submitted by facsimile) no
later than 12:00 noon local time at CFC's offices in Herndon, Virginia at least two (2)
Business Days prior to the last Business Day of any calendar month. Borrower may
make multiple requests for Advances during any calendar month in any amount so
long as the aggregate amount of all Advances requested in such month is in an
amount not less than $100,000.00, provided, however that at such time as there
remains less than $100,000.00 available for Advance hereunder, Borrower may
request the entirety of such remaining amount. CFC shall make a single Advance to
Borrower on the first Business Day of the calendar month following Borrower's
request(s) for an Advance. Such Advance shall be in the aggregate amount of all
Advances requested by Borrower in the prior month, provided however that at such
time as there remains less than $100,000.00 available for Advance hereunder and
Borrower requests the entirety of such remaining amount, CFC shall Advance the
entirety of such remaining amount.

Section 3.03 Interest Rate and Payment. The Note shall be payable and bear interest as
follows:

A. Payments; Maturity; Amortization.

(i) TheNoteshall be due and payable on the Maturity Date.

(ii) On each Payment Date, the Borrower shall promptly pay the following:

(a) accrued interest on the principal amount of the Loan outstanding less the amount
of the initial Advance, and

(b) the Quarterly Bond Repayment Amount, consisting of:

(1) the principal amount due on any outstanding Advances, determined on the
basis of a quarterly amortization schedule from the date of each Advance,
and

(2) the QuarterlyBondDeposit Amount.

(iii) If not sooner paid, any amount due on account of the unpaid principal, interest
accrued thereon and fees, if any, shall be due and payable on the Maturity Date.

(iv) Each Advance shall amortize on a level principal payment basis from the date thereof
through the Maturity Date.

(v) CFC will furnish to the Borrower a Payment Notice at least ten (10) days before each
Payment Date, provided, however, that CFC's failure to senda Payment Notice shall not constitute a
waiver by CFC or be deemed to relieve the Borrower of its obligation to make payments as and when
due as provided for herein.

(vi) No provision of this Agreement or of any Note shall require the payment, or permit the
collection, of interest in excess of the highest rate permitted by applicable law.
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Borrower agrees that the records of, and all computations by, CFC (in whatever media they are
recorded or maintained) as to the amount of principal, interest, fees and Quarterly Bond Deposit
Amount due on the Loan shall be conclusive in the absence of manifest error.

B. Application of Payments. Each payment shall be applied to the Loan, first to any
fees, costs, expenses or charges other than interest or principal, second to interest accrued, third to
the Quarterly Bond Deposit Amount and the balance to principal.

c. Application of Bond Repayment Deposit. At such time as the aggregate amount
billed by CFC in any calendar year on account of amortized principal under this Agreement exceeds
the Borrower's Annual Bond Repayment Amount for such year, CFC shall apply a portion of the
Borrower's prior payments of the Quarterly Bond Deposit Amount in the amount of such overage to
principal then due. Until such time, Borrower's payments of the Quarterly Bond Deposit Amount shall
not reduce the amount of principal outstanding and subject to amortization. Any amount paid by the
Borrower under this Agreement on account of the Quarterly Bond Deposit Amount in excess of the
principal amount of the fully advanced Loan shall be refunded to the Borrower on the Maturity Date.

D. Interest Rate Computation. Each Advance except the Initial Advance shall bear
interest at the CFC CREB Rate which shall apply until the Maturity Date. The Initial Advance shall
not bear interest. Interest on Advances shall be computed on the basis of a 30-day month and 360-
day year.

Section 3.04. Extraordinary Obligation to Prepay. Upon a Determination of Tax Credit
Ineligibility that subjects the CREBs to an extraordinary mandatory redemption due to a failure of the
Borrower to observe any agreement or representation in this Loan Agreement (as more particularly
described in paragraph (b) of the defined term "Determination of Tax Credit Ineligibility"), the
Borrower shall prepay the Loan, or such part thereof as determined by CFC, at such times and in
such amounts as determined by CFC within sixty (60) days of such determination together with a
prepayment premium prescribed by CFC pursuant to its policies of general application in effect from
time to time.

Section 3.05. Rescisslon of Excess Moneys; Fee. If the Borrower has not drawn down
the full amount of the CFC Commitment at (i) the time of filing the Completion Certificate under
Section 5.01P. hereof, (ii) the time of filing the Termination Certificate under 5.01Q. hereof, (iii) a
Determination of Tax Credit Ineligibility or (iv) the end of the Draw Period, a corresponding rescission
of the amount of principal available tobedrawn on the Note as calculated by CFC shall automatically
be made without further action by the Borrower. CFC shall release the Borrower from its obligations
hereunder as to such rescinded portion, provided the Borrower complies with such terms and
conditions as CFC may impose for such release including, without limitation, payment of any
rescission fee that CFC may from time to time prescribe, pursuant to its policies of general
application.

Section 3.06. Cancellation of Excess Moneys. If the Borrower has not drawn down the full
amount of the CFC Commitment at the time CFC determines that it will cease making Advances
hereunder pursuant to Section 7.01 hereof, a corresponding cancellation of the amount of principal
available to be drawn on the Note as calculated by CFC shall automatically be made without action
by the Borrower.

Section 3.07. Default Rate. If Borrower defaults on its obligation to make a payment due
hereunder by the applicable Payment Date, and such default continues for thirty days thereafter, then

Lu
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beginning on the thirty-flrst day after the Payment Date and for so long as such default continues
Advances shall bear interest at the Default Rate

Section 3.08. Patronage Capital, Interest Rate Discounts. No patronage capital shall be
earned, and no interest rate discounts shall apply, to the Loan

Section 3.09. Optional Prepayment.
Section 3.04 hereof, no prepayment of any Advance, in whole or in part, may be made by the
Borrower

Except for prepayments made pursuant to

ARTICLE IV

CONDITIONS OF LENDING

Section 4.01 The obl igation of  CFC to make any Advance hereunder is subject to
satisfaction of the following conditions in form and substance satisfactory to CFC

. .. Legal Matters. All legal matters incident to the consummation of the transactions
hereby contemplated shall be satisfactory to counsel for CFC.

B. Documents. CFC shall have been furnished with (i) the executed Loan Documents
(ii) certified copies of all such organizational documents and proceedings of the Borrower authorizing
the transactions hereby contemplated as CFC shall require, (iii) an opinion of counsel for the Borrow-
er addressing such legal matters as CFC shall reasonably require, and (iv) all other such documents
as CFC may reasonably request.

c. Government Approvals. The Borrower shall have furnished to CFC true and correct
copies of all certif icates, authorizations, consents, permits and l icenses from Governmental
Authorities necessary for the execution or delivery of the Loan Documents or performance by the
Borrower of the obligations thereunder.

D. Representations and Warranties. The representations and warranties contained in
Article ll shall be true on the date of the making of each Advance hereunder with the same effect as
though such representations and warranties had been made on such date, no Event of Default and
no event which, with the lapse of time or the notice and lapse of time would become such an Event of
Default, shall have occurred and be continuing or will have occurred after giving effect to each
Advance on the books of the Borrower: there shall have occurred no material adverse change in the
business or condition, financial or otherwise, of the Borrower, and nothing shall have occurred which
in the opinion of CFC materially and adversely affects the Borrower's ability to perform its obligations
hereunder.

E. Mortgage Recordation. The Mortgage (and any amendments, supplements or
restatements as CFC may require from time to time) shall have been duly filed, recorded or indexed
in all jurisdictions necessary (and in any other jurisdiction that CFC shall have reasonably requested)
to provide CFC a lien, subject to Permitted Encumbrarices, on all of the Borrower's real property, all
in accordance with applicable law, and the Borrower shall have paid all applicable taxes, recording
and filing fees and caused satisfactory evidence thereof to be furnished to CFC.

F. UCC Filings. Uniform Commercial Code financing statements (and any continuation
statements and other amendments thereto that CFC shall require from time to time) shall have been
duly filed, recorded or indexed in all jurisdictions necessary (and in any other jurisdiction that CFC
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shall have reasonably requested) to provide CFC a perfected security interest, subject to Permitted
Encumbrances, in the Mortgaged Property which may be perfected by the tiling of a f inancing
statement, all in accordance with applicable law, and the Borrower shall have paid all applicable
taxes, recording and filing fees and caused satisfactory evidence thereof to be furnished to CFC

Requisitions. The Borrower will requisition each Advance by submitting its written
requisition to CFC in the form attached as Exhibit A hereto. Requisitions for Advances shall be made
only for the purposes set forth in Schedule 1 hereto

Other Information. The Borrower shall have furnished such other information as
CFC may reasonably require, including but not limited to (i) information regarding the specif ic
purpose for an Advance and the use thereof, (ii) feasibility studies, cash flow projections, financial
analyses and pro forma f inancial statements suf f icient to demonstrate to CFC's reasonable
satisfaction that after giving effect to the Advance requested, the Borrower shall continue to achieve
the DSC ratio set forth in Section 5.01.A herein, to meet all of its debt service obligations, and
othenlv ise to perform and to comply with all other covenants and conditions set fort in this
Agreement, and (iii) any other information as CFC may reasonably request.
make any Advance hereunder is conditioned upon prior receipt and approval of the Borrowerls
written requisition and other information and documentation, if any, as CFC may have requested
pursuant to this paragraph.

CFC's obligation to

I. Issuance of Bonds. CFC shall have issued CREBs in an amount not less than the
CFC Commitment.

J. CREB Allocation. CFC shall have received an allocation in the amount of the CFC
Commitment from the U.S. Department of Treasury for the Borrowers Project under its Securities
program.

K. Tax Credit Ineligibility. There shall have occurred no Determination of Tax Credit
Ineligibility with regard to the Borrower or the Project.

L. Bring Down Certificate. Two (2) Business Days prior to the Closing Date, the
Borrower shall furnish CFC with a certificate of an Authorized Officer of the Borrower in the form of
Exhibit B hereto, certifying that all of the representations and warranties set forth in Article ll hereof
are true on the Closing Date.

ARTICLE v

COVENANTS

Section 5.01 Affirmative Covenants. The Borrower covenants and agrees with CFC that
until payment in full of the Note and performance of all obligations of the Borrower hereunder:

A. Financial Ratios; Design of Rates. The Borrower shall achieve an Average DSC
Ratio of not less than 1.35. The Borrower shall not decrease its rates for electric service if it has
failed to achieve a DSC Ratio of 1.35 for the calendar year prior to such reduction subject only to an
order from a Governmental Authority properly exercising jurisdiction over the Borrower.

B. Loan Proceeds. The Borrower shall use the proceeds of this Loan solely for the
purposes identified on Schedule 1 hereto.
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c. Notice. The Borrower shall promptly notify CFC in writing of:

(i) any material adverse change in the business, operations, prospects, assets, liabilities
or financial condition of the Borrower,

(ii) the institution or threat of any litigation or administrative proceeding of any nature
involving the Borrower which could materially affect the business, operations, prospects, assets,
liabilities or financial condition of the Borrower:

(iii) 1
notice or lapse of time, or both, would constitute an Event of Default.

the occurrence of an Event of Default hereunder or any event that, with the giving of

D. Default Notices. Upon receipt of  any notices with respect to a default by the
Borrower under the terms of any evidence of any indebtedness with parties other than CFC or of any
loan agreement, mortgage or other agreement relating thereto, the Borrower shall deliver copies of
such notice to CFC.

E. Annual Certificates.

(i) W ithin one hundred twenty (120) days af ter the close of  each calendar year,
commencing with the year in which the initial Advance hereunder shall have been made, the
Borrower will deliver to CFC a written statement, in form and substance satisfactory to CFC, signed
by the Borrower's General Manager or Chief Executive Officer, stating that during such year, and that
to the best of said person's knowledge, the Borrower has fulfilled all of its obligations under this
Agreement, the Project Agreement, the Note, and the Mortgage throughout such year or, if there has
been a default in the fulfillment of any such obligations, specifying each such default known to said
person and the nature and status thereof.

(ii) The Borrower shall deliver to CFC within one hundred twenty (120) days of CFC's
written request, which shall be no more frequently than once every year, a certification, in form and
substance satisfactory to CFC, regarding the condition of the Mortgaged Property prepared by a
professional engineer satisfactory to CFC. The Borrower shall also deliver to CFC such other
information as CFC may reasonably request from time to time.

F. Loan Capital Term Certificate Purchase. The Borrower will purchase LCTCs, if
required, in an amount calculated pursuant to CFC's policies of general application and shall pay for
such LCTCs as required thereby. CFC's policies with respect to such LCTCs are set forth in
Schedule 1.

G. Financial Books, Financial Reports; Right of Inspection. The Borrower will at all
times keep, and safely preserve, proper books, records and accounts in which full and true entries
wil l be made of all of  the dealings, business and affairs of  the Borrower, in accordance with
Accounting Requirements. When requested by CFC, the Borrower will prepare and furnish CFC
from time to time, periodic financial and statistical reports on its condition and operations. All of such
reports shall be in such form and include such information as may be specified by CFC. Within one
hundred twenty (120) days of the end of each calendar year during the term hereof, the Borrower
shall furnish to CFC a full and complete report of  its f inancial condition and statement of its
operations as of the end of such calendar year, in form and substance satisfactory to CFC. In
addition, within one hundred twenty (120) days of the end of each the Borrowers fiscal years during
the term hereof, the Borrower shall furnish to CFC a full and complete consolidated and consolidating
report of its financial condition and statement of its operations as of the end of such fiscal year,

l
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audited and certified by independent certified public accountants nationally recognized or otherwise
satisfactory to CFC and accompanied by a report of such audit in form and substance satisfactory to
CFC, including without limitation a consolidated and consolidating balance sheet and the related
consol idated and consol idating statements of  income and cash f l ow. CFC, through i ts
representatives, shall at all times during reasonable business hours and upon prior notice have
access to, and the right to inspect and make copies of, any or all books, records and accounts, and
any or all invoices, contracts, leases, payrolls, canceled checks, statements and other documents
and papers of every kind belonging to or in the possession of the Borrower or in anyway pertaining to
its property or business.

H. Notice of Additional Secured Debt. The Borrower will notify CFC promptly in writing
if it incurs any additional secured indebtedness other than indebtedness to CFC or indebtedness
otherwise provided for in the Mortgage.

I. Funds Requisition. The Borrower agrees (i) that CFC may rely conclusively upon the
written instructions submitted to CFC in the Borrower's written request for an Advance hereunder,
(ii) that such instructions shall constitute a covenant under this Agreement to repay the Advance in
accordance with such instructions, the applicable Note, the Mortgage, the Project Agreement and
this Agreement, and (iii) to request Advances only for the purposes set forth in Schedule 1 hereto.

J. Compliance With Laws. The Borrower and each Subsidiary shal l  remain in
compliance, in all material respects, with all applicable requirements of law and applicable rules and
regulations of each Governmental Authority.

K. Taxes. The Borrower shall  pay, or cause to be paid al l  taxes, assessments or
governmental charges lawfully levied or imposed on or against it and its properties prior to the time
they become delinquent, except for any taxes, assessments or charges that are being contested in
good faith and with respect to which adequate reserves as determined in good faith by the Borrower
have been established and are being maintained.

L. Further Assurances. The Borrower shall execute any and all further documents,
financing statements, agreements and instruments, and take all such further actions (including the
filing and recording of f inancing statements, f ixture filings, mortgages, deeds of trust and other
documents), which may be required under any applicable law, or which CFC may reasonably
request, to effectuate the transactions contemplated by the Loan Documents or to grant, preserve,
protect or perfect the Liens created or intended to be created thereby. The Borrower also agrees to
provide to CFC, from time to time upon request, evidence reasonably satisfactory to CFC as to the
perfection and priority of the Liens created or intended to be created by the Loan Documents.

m. Environmental Covenants. Borrower shall:

(i) at its own cost, comply in al! material respects with all applicable Environmental Laws,
including, but not limited to, any required remediation, and

(ii) i f  i t  receives any wri t ten communication al leging Borrower's v iolat ion of  any
Environmental Law, provide CFC with a copy thereof within ten (10) Business Days after receipt, and
promptly take appropriate action to remedy, cure, defend, or otherwise affirmatively respond to the
matter.

N. Limitations on Loans, Investments and Other Obligations. The aggregate amount
of all purchases, investments, loans, guarantees, commitments and other obligations described in
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Section 5.02.D(i) of this Agreement shall at all times be less than fifteen percent (15%) of Total Utility
Plant or fifty percent (50%) of Equity, whichever is greater.

O. Tax Status of the CREBs. The Borrower shall utilize the Project or cause it to be
utilized as provided in the Project Agreement until the CREB Maturity Date. No use will be made of
the proceeds of the CREBs other than as set forth herein and in the Project Agreement and no
changes will be made in the Project or in the operation or beneficial use thereof (including, without
limiting the generality of the foregoing, the use of the Project by the Borrower or any related person)
without an opinion of Bond Counsel that such a use or change will not adversely affect the eligibility
of the CREBs to qualify for a tax credit for the owner thereof, for federal income tax purposes. The
Borrower agrees and warrants that it will not take or authorize or permit any action to be taken and
has not taken or authorized or permitted any action to be taken and will not fail to take any action to
comply with the Project Agreement which adversely affects the eligibility of the CREBs to qualify for a
tax credit for the owner thereof, for federal income tax purposes. This agreement and warranty shall
survive the termination of this Agreement.

p.
completion of the Project, a Completion Certificate signed by an Authorized Officer of the Borrower.

Completion Certificate. The Borrower shall submit to CFC within 30 days after the

Q. Termination Certificate. If  the Borrower determines that the Project will not be
completed as described in Section 5.01.P above, then the Borrower shal l  submit to CFC a
Termination Certificate, within 30 days of a determination that:

. (i)
Project, and

no further acquisition, construction or installation will occur with respect to the

(ii) the Borrower does not intend to make any further Advances.

R. Other Information. The Borrower shall furnish such other information as CFC may
reasonably require relating to the Project.

Section 5.02 Negative Covenants. The Borrower covenants and agrees with CFC that until
payment in full of the Note and performance of all obligations of the Borrower hereunder, the
Borrower will not, directly or indirectly, without CFC's prior written consent:

A. Limitations on Mergers. Consolidate with, merge, or sell all or substantially all of its
business or assets, or enter into an agreement for such consolidation, merger or sale, to another
entity or person unless such action is either approved, as is evidenced by the prior written consent of
CFC, or the purchaser, successor or resulting corporation is or becomes a member in good standing
of  CFC and assumes the due and punctual payment of  the Note and the due and punctual
performance of the covenants contained in the Mortgage and this Agreement.

B. Limitations on Sale, Lease or Transfer of Capital Assets, Application of
Proceeds. Sell, lease or transfer (or enter into an agreement to sell, lease or transfer) any capital
asset, except in accordance with this Section 5.02.B. If no Event of Default (and no event which with
notice or lapse of time and notice would become an Event of Default) shall have occurred and be
continuing, the Borrower may, without the prior written consent of CFC, sell, lease or transfer (or
enter into an agreement to sell, lease or transfer) any capital asset in exchange for fair market value
consideration paid to the Borrower if the value of such capital asset is less than five percent (5%) of
Total utility Plant and the aggregate value of capital assets sold, leased or transferred in any 12-
month period is less than ten percent (10%) of Total Utility Plant.

•n
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c. Limitation on Dividends, Patronage Refunds and Other Distributions.

(i) Make Distributions in any calendar year if, after giving effect to the Distribution, the total
Equity of the Borrower will be less than twenty percent (20%) of its Total Assets.

(ii) If, after giving effect to the Distribution, the total Equity of the Borrower will be less than
twenty percent (20%) of its Total Assets, then the Borrower may nevertheless make Distributions of~
up to thirty percent (30%) of its total margins for the preceding calendar year.

(iii) Notwithstanding anything to the contrary in subparagraphs (i) and (ii) above, the Borrower
shall not make any Distribution without the prior written consent of CFC if an Event of Default under
this Agreement has occurred and is continuing.

D. Limitations on Loans, Investments and Other Obligations.

(i) (a) Purchase, or make any commitment to purchase, any stock, bonds, notes, debentures,
or other securities or obligations of or beneficial interests in, (b) make, or enter into a commitment to
make, any other investment, monetary or otherwise, in, (c) make, or enter into a commitment to
make, any loan to, or (d) guarantee, assume, or otherwise become liable for, or enter into a
commitment to guarantee, assume, or otherwise become liable for, any obligation of any Person if,
after giving effect to such purchase, investment, loan, guarantee or commitment, the aggregate
amount thereof would exceed the greater of fifteen percent (15%) of Total Utility Plant or fifty percent
(50%) of Equity.

(ii) The following shall not be included in the limitation of purchases, investments, loans and
guarantees in (i) above: (a) bonds, notes, debentures, stock, or other securities or obligations issued
by or guaranteed by the United States or any agency or instrumentality thereof, (b) bonds, notes,
debentures, stock, commercial paper, subordinated capital certif icates, or any other security or
obligation issued by CFC or by institutions whose senior unsecured debt obligations are rated by at
least two nationally recognized rating organizations in either of their two highest categories, (c)
investments incidental to loans made by CFC; (d) any deposit that is fully insured by the United
States, (e) loans and grants made by any Governmental Authority to the Borrower under any rural
economic development program, but only to the extent that such loans and grants are non-recourse
to the Borrower, and (f) unretired patronage capital allocated to the Borrower by CFC, a cooperative
from which the Borrower purchases electric power, or a statewide cooperative association of which
Borrower is a member.

(iii) In no event may the Borrower take any action pursuant to subsection (i) if an Event of
Default under this Agreement has occurred and is continuing,

E. Organizational Change. Change its type of organization or other legal structure,
except as permitted by Section 5.02.A. hereof, in which case the Borrower shall provide at least 30
days prior written notice to CFC together with all documentation reflecting such change as CFC may
reasonably require.

F. Notice of Change in Borrower Information. Change its (i) state of incorporation, (ii)
legal name, (iii) mailing address, or (iv) organizational identification number, if it has One, unless the
Borrower provides written notice to CFC at Ieastthirty (30) days prior to the effective date of any
such change together with all documentation reflecting any such change as CFC may reasonably
require.

r
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ARTICLE VI

EVENTS OF DEFAULT

Section 6.01 The following shall be "Events of Default" under this Agreement:

A. Representations and Warranties. Any representation or warranty made by the
Borrower herein, or in any of the other Loan Documents, or in any certificate or financial statement
furnished to CFC hereunder or under any of the other Loan Documents shall prove to be false or
misleading in any material respect.

B. Payment. The Borrower shal l  fai l  to pay (whether upon stated maturi ty,  by
acceleration, or otherwise) any principal, interest, premium (if any) or other amount payable under
the Note and the Loan Documents within five (5) Business Days after the due date thereof.

c. Other Covenants.

(i) No Grace Period. Failure of the Borrower to observe or perform any covenant
or agreement contained in the Project Agreement or in Sections 5.01 .A, 5.01 .B,
5.01.D, 5.01.E, 5.01.G, 5.01.1, 5.01.N, 5.01.0 and 5.02 of this Agreement.

(ii) Thirty Day Grace Period. Failure of the Borrower to observe or perform any
other covenant or agreement contained in this Agreement or any of the other Loan
Documents, which shall remain unremedied for thirty (30) calendar days after written
notice thereof shall have been given to the Borrower by CFC.

D. Legal Existence, Permits and Licenses. The Borrower shall forget or otherwise be
deprived of (i) its authority to conduct business in the jurisdiction in which it is organized or in any
other jurisdiction where such authority is required in order for the BolTower to conduct its business in
such jurisdiction or (ii) permits, easements, consents or licenses required to carry on any material
portion of its business.

E. Other CFC Obligations. The Borrower shal l  be in breach or defaul t  of  any
Obligation, which breach or default continues uncured beyond the expiration of any applicable grace
period.

Other Obligations. The Borrower shall (i) fail to make any payment of any principal,
premium or any other amount due or interest on any indebtedness with parties other than CFC which
shall remain unpaid beyond the expiration of any applicable grace period, or (ii) be in breach or
default with respect to any other term of any evidence of any other indebtedness with parties other
than CFC or of any loan agreement, mortgage or other agreement relating thereto which breach or
default continues uncured beyond the expiration of any applicable grace period, if the effect of such
failure, default or breach is to cause the holder or holders of that indebtedness to cause that
indebtedness to become or be declared due prior to its stated maturity (upon the giving or receiving
of notice, lapse of time, both or otherwise).

F.

G. Involuntary Bankruptcy. An involuntary case or other proceeding shal l  be
commenced against the Borrower seeking liquidation, reorganization or other relief with respect to it
or its debts under bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the
appointment of a trustee, receiver, liquidator, custodian or other similar official of it or any substantial
part of its property and such involuntary case or other proceeding shall continue without dismissal or
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stay for a period of sixty (60) days, or an order for relief shall be entered against the Borrower under
the federal bankruptcy laws or applicable state law as now or hereafter in effect.

H. Insolvency. The Borrower shall commence a voluntary case or other proceeding
seeking liquidation, reorganization or other relief with respect to itself  or its debts under any
bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the appointment of a
trustee, receiver, liquidator, custodian or other similar official of it or any substantial part of its
property, or shall consent to any such relief or to the appointment of or taking possession by any
such official in an involuntary case or proceeding commenced against it, or shall make a general
assignment for the benefit of creditors, or shall admit in writing its inability to, or be generally unable
to, pay its debts as they become due, or shall take any action to authorize any of the foregoing.

I. Dissolution or Liquidation. Other than as provided in subsection H. above, the
dissolution or liquidation of the Borrower, or failure by the Borrower promptly to forestall or remove
any execution, garnishment or attachment of such consequence as will impair its ability to continue
its business or fulfill its obligations and such execution, garnishment or attachment shall not be
vacated within sixty (60) days. The term "dissolution or liquidation of the Borrower", as used in this
subsection, shall not be construed to include the cessation of the corporate existence of the Borrower
resulting either from a merger or consolidation of the Borrower into or with another corporation
following a transfer of all or substantially all its assets as an entirety, under the conditions set forth in
Section 5.02.A.

J. Material Adverse Change. Any material adverse change in the business or
condition, financial or otherwise, of the Borrower.

K. Monetary Judgment. The Borrower shall suffer any money judgment not covered by
insurance, writ or warrant of attachment or similar process involv ing an amount in excess of
$100,000 and shall not discharge, vacate, bond or stay the same within a period of sixty (60) days.

L. Nonmonetary Judgment. One or more nonmonetary judgments or orders (including,
without limitation, injunctions, writs or warrants of attachment, garnishment, execution, distrait,
replevin or similar process) shall be rendered against the Borrower that, either individually or in the
aggregate, could reasonably be expected to have a material adverse effect upon the business,
operations, prospects, assets, liabilities or financial condition of the Borrower.

ARTICLE VII

REMEDIES

Section 7.01 If any of the Events of Default listed in Section 6 hereof shall occur after the
date of this Agreement and shall not have been remedied within the applicable grace periods
specified therein, then CFC may:

(i)

(ii)

Cease making Advances hereunder,

Declare all unpaid principal outstanding on the Note, all accrued and unpaid interest
thereon, and all other Obligations to be immediately due and payable and the same
shall thereupon become immediately due and payable without presentment, demand,
protest or notice of any kind, all of which are hereby expressly waived,
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(iii) Exercise rights of setoff or recoupment and apply any and all amounts held, or hereby
held, by CFC or owed to the Borrower or for the credit or account of the Borrower
against any and all of the Obligations of the Borrower now or hereafter existing
hereunder or under the Note, including, but not l imited to, patronage capital
allocations and retirements, money due to Borrower from equity certificates purchased
from CFC, and any membership or other fees that would otherwise be returned to
Borrower but excluding any LCTCs purchased by the Borrower pursuant to this
Agreement. The rights of CFC under this section are in addition to any other rights
and remedies (including other rights of setoff or recoupment) which CFC may have.
The Borrower waives all rights of setoff, deduction, recoupment or counterclaim,

(iv) Pursue all  rights and remedies available to CFC that are contemplated by the
Mortgage and the other Loan Documents in the manner, upon the conditions, and with
the effect provided in the Mortgage and the other Loan Documents, including, but not
limited to, a suit for specific performance, injunctive relief or damages,

(V) Pursue any other rights and remedies available to CFC at law or in equity.

Nothing herein shall limit the right of CFC to pursue all rights and remedies available to a creditor
following the occurrence of an Event of Default. Each right, power and remedy of CFC shall be
cumulative and concurrent, and recourse to one or more rights or remedies shall not constitute a
waiver of any other right, power or remedy.

ARTICLE VIII

MISCELLANEOUS

Section 8.01 Notices. All notices, requests and other communications provided for herein
including, without limitation, any modifications of, or waivers, requests or consents under, this
Agreement shall be given or made in writing (including, without limitation, by telecopy) and delivered
to the intended recipient at the "Address for Notices" specified below, or, as to any party, at such
other address as shall be designated by such party in a notice to each other party. All such
communications shall be deemed to have been duly given (i) when personally delivered including,
without limitation, by overnight mail or courier service, (ii) in the case of notice by United States mail,
certified or registered, postage prepaid, return receipt requested, upon receipt thereof, or (iii) in the
case of notice by telecopy, upon transmission thereof, provided such transmission is promptly
confirmed by either of the methods set forth in clauses (i) or (ii) above in each case given or
addressed as provided for herein. The Address for Notices of each of the respective parties is as
follows:

National Rural Utilities Cooperative Finance Corporation
2201 Cooperative Way
Herndon, Virginia 20171-3025
Attention: Senior Vice President - Member Services
Fax # 703-709-6776

The Borrower:
I

The address set forth in
Schedule 1 hereto
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Section 8.02 Expenses. Borrower shall reimburse CFC for any reasonable costs and
out-of-pocket expenses paid or incurred by CFC (including, without limitation, reasonable fees and
expenses of outside attorneys, paralegals and consultants) for all actions CFC takes, (a) to enforce
the payment of any Obligation, to effect collection of any Mortgaged Property, or in preparation for
such enforcement or collection, (b) to institute, maintain, preserve, enforce and foreclose on CFC's
security interest in or Lien on any of the Mortgaged Property, whether through judicial proceedings or
otherwise, (c) to restructure any of the Obligations, (d) to review, approve or grant any consents or
waivers hereunder, (e) to prepare, negotiate, execute, deliver, review, amend or modify this
Agreement, (f) to prepare, negotiate, execute, deliver, review, amend or modify any other
agreements, documents and instruments deemed necessary or appropriate by CFC in connection
with any of the foregoing, and (g) to obtain any opinions required to be furnished upon a
Determination of Tax Credit Ineligibility and an extraordinary prepayment as set forth in Section 3.04
hereof or a rescission of excess money as set forth in Section 3.05 or a cancellation of excess
moneys as set forth in Section 3.06.

The amount of all such expenses identified in this Section 8.02 shall be secured by the
Mortgage and shall be payable upon demand. and if not paid, shall accrue interest at the Default
Rate.

Section 8.03 Late Payments. If payment of any amount due hereunder is not received at
CFC's office in Herndon, Virginia, or such other location as CFC may designate to the Borrower
within five (5) Business Days after the due date thereof, the Borrower will pay to CFC, in addition to
all other amounts due under the terms of the Loan Documents, any late payment charge as may be
fixed by CFC from time to time pursuant to its policies of general application as in effect from time to
time.

Section 8.04. Non-Business Day Payments. If any payment to be made by the Borrower
hereunder shall become due on a day which is not a Business Day, such payment shall be made on
the next succeeding Business Day and such extension of time shall be included in computing any
interest in respect of such payment.

Section 8.05 Filing Fees. To the extent permitted by law, the Borrower agrees to pay all
expenses of CFC (including the reasonable fees and expenses of its counsel) in connection with the
filing, registration, recordation or perfection of the Mortgage and any other security instruments as
may be required by CFC in connection with this Agreement, including, without limitation, all
documentary stamps, recordation and transfer taxes and other costs and taxes incident to execution,
filing, registration or recordation of any document or instrument in connection herewith. The Borrower
agrees to save harmless and indemnify CFC from and against any liability resulting from the failure to
pay any required documentary stamps, recordation and transfer taxes, recording costs, or any other
expenses incurred by CFC in connection with this Agreement. The provisions of this subsection shall
survive the execution and delivery of this Agreement and the payment of all other amounts due under
the Loan Documents.

Section 8.06 Waiver; Modification. No failure on the part of CFC to exercise, and no delay
in exercising, any right or power hereunder or under the other Loan Documents shall operate as a
waiver thereof, nor shall any single or partial exercise by CFC of any right hereunder, or any
abandonment or discontinuance of steps to enforce such right or power, preclude any other or further
exercise thereof or the exercise of any other right or power. No modification or waiver of any
provision of this Agreement, the Note or the other Loan Documents and no consent to any departure
by the Borrower therefrom shall in any event be effective unless the same shall be in writing by the
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party granting such modification, waiver or consent, and then such modification, waiver or consent
shall be effective only in the specific instance and for the purpose for which given.

SECTION 8.07
JURY TRIAL.

GOVERNING LAW; SUBMISSION TO JURISDICTION; WAIVER OF

(A) THE PERFORMANCE AND CONSTRUCTION OF THIS AGREEMENT AND THE NOTE
SHALL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE
COMMONWEALTH OF VIRGINIA.

(B) THE BORROWER HEREBY SUBMITS TO THE NON-EXCLUSIVE JURISDICTION OF
THE UNITED STATES COURTS LOCATED IN VIRGINIA AND OF ANY STATE COURT SO
LOCATED FOR PURPOSES OF ALL LEGAL PROCEEDINGS ARISING OUT OF OR RELATING
TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY. THE BORROWER
IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY
OBJECTIONS THAT IT MAY NOW OR HEREAFTER HAVE TO THE ESTABLISHING OF THE
VENUE OF ANY SUCH PROCEEDINGS BROUGHT IN SUCH A COURT AND ANY CLAIM THAT
ANY SUCH PROCEEDING HAS BEEN BROUGHT IN AN INCONVENIENT FORUM.

(C) THE BORROWER AND CFC EACH HEREBY IRREVOCABLY WAIVES, TO THE
FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY AND ALL RIGHT TO TRIAL BY
JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT
OR THE TRANSACTIONS CONTEMPLATED HEREBY.

SECTION 8.08 INDEMNIFICATION. THE BORROWER HEREBY INDEMNIFIES AND
AGREES TO HOLD HARMLESS, AND DEFEND CFC AND ITS MEMBERS, DIRECTORS,
OFFICERS, EMPLOYEES, AGENTS, A'ITORNEYS AND REPRESENTATIVES (EACH AN
"INDEMNITEE") FOR, FROM, AND AGAINST ALL CLAIMS, DAMAGES, LOSSES, LIABILITIES,
COSTS, AND EXPENSES (INCLUDING, WITHOUT LIMITATION, COSTS AND EXPENSES OF
LITIGATION AND REASONABLE ATTORNEYS' FEES) ARISING FROM ANY CLAIM OR DEMAND
IN RESPECT OF THIS AGREEMENT AND THE OTHER LOAN DOCUMENTS, THE MORTGAGED
PROPERTY, OR THE TRANSACTIONS DESCRIBED IN THIS AGREEMENT AND THE OTHER
LOAN DOCUMENTS AND ARISING AT ANY TIME, WHETHER BEFORE OR AFTER PAYMENT
AND PERFORMANCE OF ALL OBLIGATIONS UNDER THIS AGREEMENT AND THE OTHER
LOAN DOCUMENTS IN FULL, EXCEPTING ANY SUCH MATTERS ARISING SOLELY FROM THE
GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF CFC OR ANY INDEMNITEE INCLUDING
WITHOUT LIMITATION ANY DETERMINATION MADE OR OTHER ACTION TAKEN BY CFC
PURSUANT TO SECTIONS 3.04, 3.05 and 3.06 OF THIS AGREEMENT. NOTWITHSTANDING
ANYTHING TO THE CONTRARY CONTAINED IN SECTION 8.10 HEREOF, THE OBLIGATIONS
IMPOSED UPON THE BORROWER BY THIS SECTION SHALL SURVIVE THE REPAYMENT OF
THE NOTE, THE TERMINATION OF THIS AGREEMENT AND THE TERMINATION OR RELEASE
OF THE LIEN OF THE MORTGAGE.

Section 8.09 Complete Agreement. This Agreement, together with the schedules to this
Agreement, the Note and the other Loan Documents, and the other agreements and matters referred
to herein or by their terms referring hereto, is intended by the parties as a final expression of their
agreement and is intended as a complete statement of the terms and conditions of their agreement.
In the event of any conflict in the terms and provisions of this Agreement and any other Loan
Documents, the terms and provisions of this Agreement shall control.

mu
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Section 8.10 Survival; Successors and Assigns. All covenants, agreements,
representations and warranties of the Borrower which are contained in this Agreement shall survive
the execution and delivery to CFC of the Loan Documents and the making of the Loan hereunder
and shall continue in full force and effect until all of the obligations under the Loan Documents have
been paid in full. All covenants, agreements, representations and warranties of the Borrower which
are contained in this Agreement shall inure to the benefit of the successors and assigns of CFC. The
Borrower shall not have the right to assign its rights or obligations under this Agreement without the
prior written consent of CFC, except as provided in Section 5.02.A hereof.

Section 8.11 Use of Terms. The use of the singular herein shall also refer to the plural, and
vice versa.

Section 8.12 Headings. The headings and sub-headings contained in this Agreement are
intended to be used for convenience only and do not constitute part of this Agreement.

Section 8.13 Severability. If any term, provision or condition, or any part thereof, of this
Agreement, the Note or the other Loan Documents shall for any reason be found or held invalid or
unenforceable by any governmental agency or court of competent jurisdiction, such invalidity or
unenforceability shall not affect the remainder of such term, provision or condition nor any other term,
provision or condition, and this Agreement, the Note and the other Loan Documents shall survive and
be construed as if such invalid or unenforceable term, provision or condition had not been contained
therein.

Section 8.14 Binding Effect. This Agreement shall become effective when it shall have
been executed by both the Borrower and CFC and thereafter shall be binding upon and inure to the
benefit of the Borrower and CFC and their respective successors and assigns.

Section 8.15 Counterparts. This Agreement may be executed in one or more counterparts,
each of which will be deemed an original and all of which together will constitute one and the same
document. Signature pages may be detached from the counterparts and attached to a single copy of
this Agreement to physically form one document.

Section 8.16 Disclosure. This Agreement and any other Loan Document may be shared
by CFC with such Persons as shall be required in order to facilitate the issuance of the CREBs,
including, but not limited to, its attorneys, underwriters and investors in the CREBs.

Section 8.17 Schedule 1. Schedule 1 attached hereto is an integral part of this Agreement.
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed
as of the day and year first above written.

(SEAL)
x

I

SULPHUR SPRINGS VALLEY
ELECTRIC COOPERATIVE, INC..

By:

Title; Fri.; Le .JT

Attest:

NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE CORPORATION

(SEAL)

By: MM
Assistant Secretary-Treasurer

l

Attest: Q *
Assistant Secretary-Treasurer

MARIANNE L DUSOLD

CRAIG COLANTUNI
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SCHEDULE 1

The purpose of this loan is to finance (i) the reimbursement of the cost of the Project of the
Borrower, including any reasonable costs and expenses incurred by the Borrower in
connection with financing the Project, as described and permitted by the terms of the Project
Agreement and (ii) a portion of CFC's costs in issuing the CREBs as set forth in Section
3.02.A.

The Project of the Borrower being financed by the Loan (funded by proceeds of the CREBs)
constitutes the following clean renewable energy facilities:

St. David Unified School District Photovoltaic Solar Automobile Parking Shade Structure

This project will place photovoltaic modules costing $280,000 each, that will produce 23 kW
of electricity in the shade structures in the two St. David Unified School District schools. The
PV structure will provide electricity to the respective school with excess power flowing to the
Borrower's system.

Subject to the terms of this Agreement, CFC has agreed to loan to the Borrower from
proceeds of the CREBs, an amount not to exceed $560,000.00 (the "CFC Commitment").

Draw Period shall mean the period beginning on the Closing Date and ending on the date that
is five (5) years thereafter.

5. The Borrower shall not purchase the LCTCs or any portion thereof with funds from the Loan.
The Borrower shall use its own funds or funds borrowed under another credit facility to
purchase such LCTCs, subject to the CFC policies regarding LCTCs set forth in the following
paragraph.

CFC Policies Regarding LCTCs: (i) Any solvent Member of CFC with an outstanding LCTC
purchased in connection with a loan from the proceeds of Securities may borrow the
outstanding amount of the LCTC from CFC without a further credit review, for a term equal to
or shorter than the maturity of the LCTC at a rate equal to the comparable rate charged by
CFC for similarly classified loans, and (ii) any Member of CFC with an outstanding LCTC
purchased in connection with a loan from the proceeds of Securities may sell such LCTC to
another Member of CFC for consideration.

6. The Mortgage shall mean the Restated Mortgage and Security Agreement, dated as of
December 6, 2007, between the Borrower and CFC, as it may have been supplemented,
amended, consolidated, or restated from time to time.

The Note executed pursuant hereto is as follows:

The Subsidiaries of the Borrower referred to in Section 2.01.B. are: None

9. The date of the Borrower's balance sheet referred to in Section 2.01 .H is June 30, 2006.
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10.

11.

12.

The Borrowers exact legal name is: Sulphur Springs Valley Electric Cooperative, Inc.

The Borrower's organizational type is: Corporation

The Borrower is organized under the laws of the state of: Arizona

13. The Borrower's organizational identification number is: 0038220-2

14. The place of business or, if more than one, the chief executive office of the Borrower referred
to in Section 2.01 .I is 311 East Wilcox, Sierra Vista, Arizona 85635.

15. The Governmental Authority referred to in Section 2.01 .J. is: Arizona Corporation
Commission

16. The address for notices to the Borrower referred to in Section 8.01 is 311 East Wilcox,
Sierra Vista, Arizona 85635, Attention: General Manager, Fax: (520) 384-5223.

i
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Exhibit A - Funds Requisition Statement

Borrower Name 8¢ ID: Sulphur Springs Valley Electric Cooperative, Inc. (AZ014)
Loan Number: AZ014-A-9048-CB001
Loan Agreement and Project Agreement with CFC dated:
CREBs Series: 2008A
CFC CREBs Application #: 18
Name of Project: st. David Unified School District Photovoltaic Solar Automobile Parking

Shade Structure
Funds Requisition Statement No.:

Amount Requested:
Date Of Advance:

Disposition of Funds (wiring instructions):

Certification

Acting on behalf of the Borrower, I hereby certify that as of the date below: (1) I am duly
authorized to make this certification and to request funds on the terms specified herein;
(2) the Borrower has met all of the conditions contained in the Loan Agreement and the
Project Agreement listed above governing the terms of this Advance that the Borrower is
required to meet prior to an Advance of funds, (3) all of the representations and warranties
contained in said Loan Agreement and Project Agreement are true and will continue to be
true upon use of the funds as hereby requested; (4) no Event of Default, under the Loan
Agreement or the Borrower's Mortgage, has occurred and is continuing, (5) l know of no
other event that has occurred which, with the lapse of time and/or notification to CFC of such
event, or after giving effect to this Advance, would become an Event of Default under the
Loan Agreement or the Borrower's Mortgage, (6) the funds requested herein will be used
only as a reimbursement for the purposes specified in the Loan Agreement and the Project
Agreement, (7) the costs to be reimbursed by the funds requested herein are capital
expenditures and have not previously been reimbursed under a previous Funds Requisition
Statement, (8) the Borrower has secured sufficient funds to complete the Project, (9) any
necessary permits and approvals required for the Project at this point have been obtained,
(10) the Borrower is maintaining a file containing true and correct copies of invoices or bills
of sale covering all items for which payment is sought by this request, (11) such costs have
been incurred and paid by the Borrower in connection with the Project, (12) the Borrower is
not using the funds requested hereby to make any payments of principal or interest due
under the Loan Agreement, (13) no expenditure which is being reimbursed by the funds
requested hereby was paid more than eighteen months after the later of (i) the date the
expenditure is paid or (ii) the date the Project is placed in service, but in no event later than
three years after the date the original expenditure was paid; and (14) set forth below is a
table listing all of the major components of the Project, how much is being requested in this
Funds Requisition Statement as an advance for certain components, how much has been
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advanced on each component to date, the percentage of each component that is completed
to date, and the purpose of the advance(s) being requested by this Funds Requisition
Statement.

I hereby authorize CFC, for and on behalf of the Borrower, to forward this Funds Requisition
Statement to the Trustee for disbursement of the Advance from the Project Account relating
to the above Loan to the Borrower on the following terms, and hereby acknowledge and
agree that such terms shall be binding upon Borrower under the provisions of the Loan
Agreement governing this Advance:

cert red By:

Signature Date Title of Authorized Officer

PLEASE FAX TO 703-709-6776 ATTN- , Associate Vice President

APPROVED:

NATIONAL RURAL UTILITIES COOPERATIVE FINANCE CORPORATION

By:
Title:
Date:
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EXHIBIT B

BRING-DOWN CERTIFICATE
OF

BORROWER

T h e  u n d e r s i g n e d , ,  d u l y  q u a l i f i e d  o f f i c e r s  o f  S U L P H U R  S P R I N G S
V A L L E Y  E L E C T R I C  C O O P E R A T I V E ,  I N C .  ( t h e "Bor rower" ) , an Ar i zona  corpora t i on ,  hereby  cer t i f y
as fol lows:

1 . T h e  f o l l o w i n g  d o c u m e n t s  h a v e  b e e n  d u l y  e x e c u t e d ,  a n d  d e l i v e re d  o r  a c c e p t e d  i n  t h e
name and on behal f  o f  t he Borrower by the author i zed o f f i cer  or  o f f i cers  o f  t he Borrower pursuant  t o ,
and in fu l l  compl iance wi th,  author i t y  granted by the Board of  Trustees/Di rectors of  the Borrower:

DOCUMENT DATE OTHER PARTY OR PARTIES

Loan Agreement  ( t he
"Agreement " )

I 2 o 0_ Nat ional  Rural  Ut i l i t ies Cooperat ive
F inance Corpora t i on  ( "CFC")

Project  Agreement ( t he ' P ro j ec t
Agreem en t " )

9 2 o 0 _

Note ( the "Note" ) r 2 0 0

2. Each  o f  t he  represen t a t i ons  and  warran t i es  o f  t he  Borrower  i n  t he  Loan Agreement  and
the Pro ject  Agreement  are t rue and correct  on and as of  the date hereof  ( the "C los ing Date") , and t he
Borrower  has compl i ed  w i t h  a l l  agreements  and sa t i s f i ed  a l l  cond i t i ons  on  i t s  par t  t o  be  observed or
sat isf ied thereunder at  or pr ior to the Closing Date.

IN WITNESS WHEREOF,  the unders igned have hereunto set  the i r  s ignatures th i s
2008 .

d a y  o f
1

S U L P H U R  S P R I N G S  V A L L E Y  E L E C T R I C
C O O P E R A T I V E ,  I N C .

B y
Ti t le :

B y
Ti t le :
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AZ014-A-9048-CB001 (JABLONJ )
117610-2

r



e

' ~ 4 ~

EXHIBIT C

COMPLETION CERTIFICATE
OF

BORROWER

P u r s u a n t  t o  t h e  L o a n  A g r e e m e n t  d a t e d  a s  o f b y  a n d  b e t w e e n  S U L P H U R
S P R I N G S  V A L L E Y  E L E C T R I C  C O O P E R A T I V E ,  I N C .  ( t h e  " B o r ro w e l " )  a n d  N a t i o n a l  R u ra l  U t i l i t i e s
C oopera t i ve  F i nance  C orpo ra t i on  ( "C FC " )  re l a t i ng  t o  C FC  Loan  N um ber  AZ014-A -9048-C B001  ( t he
" L o a n  A g r e e m e n t " ) ,  t h e  u n d e r s i g n e d , ,  d u l y  q u a l i f i e d  o f f i c e r  o f  t h e
Borrower,  hereby cert i f ies as fo l lows:

( i ) O n  [ d a t e  o f  c o m p l e t i o n ]  a l l  p o r t i o n s  o f  t h e  P r o j e c t  ( a s  d e f i n e d  i n  t h e  L o a n
A g r e e m e n t )  h a v e  b e e n  f u l l y  c o m p l e t e d  s u b s t a n t i a l l y  i n  a c c o r d a n c e  w i t h  a n y  p l a n s  a n d
speci f i cat ions therefore,  as then amended,  and

(i i ) A m o u n t  a d v a n c e d  o n  t h e  L o a n  ( a s  d e f i n e d  i n  t h e  L o a n  A g r e e m e n t )  a n d  t h e
use  o f  t he  p rope r t y  f i nanced ,  re f i nanced  o r  re i m bursed  t he re f rom  w i l l  no t  cause  any  o f  t he
represen t a t i ons  o r  ce r t i f i ca t i ons  con t a i ned  i n  t he  P ro j ec t  Agreement  (as  de f i ned  i n  t he  Loan
Agreement )  to  be unt rue or resul t  in  a v io lat ion of  any covenant  in  the Pro ject  Agreement .

IN WITNESS WHEREOF,  the undersigned have hereunto set  h is/her s ignature th is
I  20 ,

day  o f

S U L P H U R  S P R I N G S  V A L L E Y  E L E C T R I C
C O O P E R A T I V E ,  I N C .

B y
Ti t le :

CFC LOANAG
AZ014-A-9048-CB001 (JABLONJ )
117610-2
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EXHIBIT D

TERMINATION CERTIFICATE
OF

BORROWER

P u r s u a n t  t o  t h e  L o a n  A g r e e m e n t  d a t e d  a s  o f b y a n d  b e t w e e n  S U L P H U R
S P R I N G S  V A LLE Y  E LE C T R I C  C O O P E R A T I V E ,  I N C .  ( t he  "B o r row ed" ' )  and  N a t i ona l  R u ra l  U t i l i t i e s
C oopera t i ve  F i nance  C orpo ra t i on  ( "C FC " )  re l a t i ng  t o  C FC  Loan  N um ber  AZ014-A -9048-C B001  ( t he
" L o a n  A g r e e m e n t " ) ,  t h e  u n d e r s i g n e d , , d u l y  q u a l i f i e d  o f f i c e r  o f  t h e
Borrower,  hereby cert i f i es as fo l lows:

( i )  ,  a l l  po r t i ons  o f  t he  P ro j ec t  (as  de f i ned  i n  t he  Loan  A g reem en t )  have  no t  been
fu l l y  completed substant ia l l y  in  accordance w i th  any p lans and speci f i cat ions therefor,  as then
a m e n d e d ,

( i i ) no fur ther acquis i t i on,  const ruct ion or  i nsta l l a t i on w i l l  occur w i th  respect  to  the
Pro ject  (as deNned in  the Loan Agreement ) ,  and

(i i i ) t he  B o r row e r  does  no t  i n t end  t o  reques t any f u r t he r  Advances  (as  de f i ned  i n
the  Loan Agreement )  on  t he  Loan (as  de f i ned i n  t he  Loan Agreement ) .

In  WlTNESS WHEREOF,  the unders igned have hereunto set  h is /her s ignature th is
l  20 .

day  o f

S U L P H U R  S P R I N G S  V A L L E Y  E L E C T R I C
C O O P E R A T I V E ,  I N C .

B y
Ti t le:

CFC LOANAG
A2014-A-9048-CB001 (JABLONJ)
117610-2
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SECURED PROMISSORY NOTE

$280,000.00 dated as of / P 2/ 944/7

SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC., an Arizona corporation
(the "Borrower"), for value received, hereby promises to pay, without setoff, deduction,
recoupment or counterclaim, to the order of NATIONAL RURAL UTILITIES COOPERATIVE
FINANCE CORPORATION (the "Payee"), at its office in Hemdon, Virginia office or such other
location at its office in Hemdon, Virginia or such other location as the Payee may designate to
the Borrower, in lawful money of the United States, the principal sum of TWO HUNDRED
EIGHTY THOUSAND AND 00/100 DOLLARS ($280,000.00), or such lesser sum of the
aggregate unpaid principal amount of all advances made by the Payee pursuant to that certain
Loan Agreement dated as of even date herewith between the Borrower and the Payee, as it
may be amended from time to time (herein called the "Loan Agreement"), and to pay interest on
all amounts remaining unpaid hereunder from the date of each advance in like money, at said
office, at the rate and in amounts and payable on the dates provided in the Loan Agreement
together with any other amount payable under the Loan Agreement. If not sooner paid, any
balance of the principal amount and interest accrued thereon shall be due and payable on the
Maturity Date.

This Note is secured under a Restated Mortgage and Security Agreement, dated of
December 6, 2007 between the Borrower and the Payee, as it may have been or shall be
supplemented, amended, consolidated or restated from time to time ("Mortgage"). This Note is
one of the Notes referred to in, and has been executed and delivered pursuant to, the Loan
Agreement.

The principal hereof and interest accrued thereon and any other amount due under the
Loan Agreement may be declared to be forthwith due and payable in the manner, upon the
conditions, and with the effect provided in the Mortgage or the Loan Agreement.

The Borrower waives demand, presentment for payment, notice of dishonor, protest,
notice of protest, and notice of non-payment of this Note.

IN WITNESS WHEREOF the Borrower has caused this Note to be signed in its corporate
name and its corporate seal to be hereunto affixed and to be attested by its duly authorized
officers, all as of the day and year first above written.

SULPHUR SPRINGS VALLEY
ELECTRIC COOPERATIVE, INC.

(SEAL) 8~.w
Title res 84./lf

Airest
CFIEDEN w. HUBER

CHIEF EXECUTIvE OFFICER

Loan No. AZ014-A-9049-CB001

CFC NOTE
Az014-A-9049-cB001 (JABLONJ)
116044-2



PROJECT AGREEMENT

OF

SULPHUR SPRINGS VALLEY ELECTRIC Coo1>ERAT1vE, INC. (THE "8o1uwwEx")

DATED: as of

The undersigned is a duly qualified officer of the Borrower named above and, as such
officer, is familiar with (i) the properties, affairs and records of the Borrower, (ii) the issuance of
the Securities (as hereinafter defined) and the use of the proceeds thereof as it relates to the
Borrower and (iii) the Project, as hereinafter defined

In connection with the issuance of the Clean Renewable Energy Bonds (Cooperative
Renewable Energy Projects) Series 2008A (the "Securities "), being issued by the National Rural
Utilities Cooperative Finance Corporation (the "Issuer"), the undersigned hereby certifies and
covenants regarding the use of the proceeds of the Securities advanced to the Borrower, as
follows

General

1.1 This Project Agreement is made pursuant to Section 54 of the Internal Revenue
Code of 1986, as amended (the "Code"), and any United States Treasury
regulations and other guidance thereunder to make the certifications required by
Section 54 of the Code and any United Stares Treasury regulations and other
guidance thereunder and to establish the reasonable expectations of the Borrower
with respect to the amount and use of amounts to be advanced to the Borrower
pursuant to the Loan Agreement dated as of even date herewith between the
Issuer and the Borrower (the "Loan Agreement"). Capitalized terms used herein
are defined where they first appear or are deEmed in ExhibitA attached hereto

1.2 This Project Agreement is based on facts and estimates in existence on the date
hereof and the continued veracity of these facts and estimates as of the date that
the Securities are issued (the "Closing") will be confirmed by the Borrower on
the date of Closing, and on the basis of such facts and estimates, the Borrower
expects that the events described herein will occur. .To the best of  the
undersigned's knowledge, information, and belief; the expectations contained in
this Project Agreement are reasonable

1.3 The Borrower is a Qualified Borrower, as defined in ExhibitA, and is responsible
for the acquiring/constructing/equipping of the Project (defined below). The
undersigned has reviewed this Project Agreement, as well as the provisions of
Section 54 of the Code and any United States Treasury regulations and other
guidance thereunder, with its own legal counsel and understands and is familiar
with this Project Agreement and the provisions of Section 54 and any United
States Treasury regulations and other guidance thereunder. The Borrower will

CFC DOC
AZ014-A-9049-CB001 (JABLONJ)
117521-1
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comply in all respects with the provisions of Section 54 and any United States
Treasury regulations and other guidance thereunder.

1.4
I

The Borrower agrees to keep and retain or cause to be kept and retained sufficient
records to demonstrate compliance with the covenants in this Project Agreement.
Such records shall include, but are not limited to, basic records relating to the
issuance of the Securities (including this Project Agreement and the inducement
resolution as described in Section 3.3 hereof), documentation evidencing the
expenditure of  amounts advanced to the Borrower pursuant to the Loan
Agreement, documentation evidencing the use of property financed with amounts
advanced to the Borrower pursuant to the Loan Agreement, and documentation
evidencing all sources of payment or security maintained by the Borrower for
amounts advanced to the Borrower pursuant to the Loan Agreement. Such
records shall be kept until the date three (3) years otter the CREB Maturity Date.

1.5 Neither the Borrower nor any Related Person (as defined in Exhibit A) to the
Borrower will purchase any Securities.

2. Qualified Project.

2.1 The Loan Agreement requires the amounts advanced thereunder to be used for
facilities to be owned by the Borrower, described in more detail in Section 2.2
hereof and in ExhibitB attached hereto as the "Updated Description of the
Project" (the "Project"). The Project was originally described in an exhibit to the
Application for National Clean Renewable Energy Bond Limitation submitted to
the Internal Revenue Service by the Issuer in support of the national clean
renewable energy bond allocation received by the Issuer, which "Original
Description of the Project" is attached hereto as Exhibit C.

2.2 The Project is a Solar Energy Facility (the "Qualyjling Facility/"), as defined in
Exhibit A and property functionally related and subordinate thereto, as fizrther
described inExhibit B, attached hereto.

3. Clean Renewable Enersv Bonds Qualification.

3.1 At least 95 percent of the proceeds advanced to the Borrower pursuant to the Loan
Agreement will be used by the Borrower for capital expenditures with respect to
the Project. None of the proceeds of the Loan (as defined in the Loan Agreement)
will be paid to the Issuer, the Borrower or any Related Person to die Issuer or the
Borrower, except for amounts paid to the Borrower to reimburse the Borrower for
actual and direct expenditures relating to the Project paid by the Borrower to
persons other than the Issuer, the Borrower or any Related Person to the Issuer or
the Borrower.

I

I

3.2 The Borrower has incurred or will, within six months of the Closing Date, incur a
substantial binding obligation (not subject to contingencies within the control of
the Issuer, the Borrower or any Related Person to either of them) to a third party

I

I

r
i
I
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to expend at least ten percent of the Loan Amount (i.e. the total amount to be
advanced to the Borrower pursuant to the Loan Agreement). It is expected that
the work of acquiring/constructing/equipping the Project and the expenditure of
the Loan Amount will proceed with due diligence through December 1, 2008, at
which time it is anticipated that the Loan Amount will have been spent in its
entirety. The Borrower acknowledges that, to the extent that less than 95 percent
of the Loan Amount is expended by a date five years from the date of issuance of
the Securities, the Borrower will be required to prepay its Loan in an amount, and
the Issuer will redeem Securities at the end of such five-year period in an amount,
necessary to maintain the tax credit with respect to the Securities, unless
otherwise permitted by Section 6.5 hereof

It is expected that all amounts advanced to the Borrower under the Loan
Agreement will be spent to pay costs of the Project in accordance with the
estimated periodic drawdown schedule contained in Exhibit D, attached hereto.
The assumptions set forth in this Section 3.2 and on Exhibit D, attached hereto,
represent the Borrower's best estimate, as of this date, of the periodic drawdown
schedule of the Loan Amount.

3.3 The Borrower may use amounts advanced to the Borrower under the Loan
Agreement to reimburse itself for expenditures paid prior to the date of issuance
of the Securities. The Borrower shall reimburse itself for expenditures paid prior
to the date of issuance of the Securities only if such expenditure was paid after the
Borrower adopted an inducement resolution, and the expenditure is described in
such inducement resolution.

The Borrower shall use proceeds of the Loan to reimburse itself for
expenditures paid prior to the date the Securities were issued only if such
reimbursement is made within eighteen months after the later of (i) the date
the expenditure is paid or (ii) the date the Project is placed in service, but in
no event later than three years after the date the original expenditure was
paid.

Except for any reimbursement allowed under this Section 3.3, no portion of the
proceeds advanced to the Borrower will be used to pay for expenditures relating
to acquiring easting facilities (as contrasted with costs of enhancements, repair or

rehabilitation of existing facilities)

3.4 Neither the Project nor any portion thereof has been, is expected to be, or will be
sold or otherwise disposed oil in whole or in part, prior to the last maturity date of
the Securities

3.5 The Borrower has entered into the Loan Agreement of even date hereof under
which it is committed to borrow $280,000 from the Issuer of the Securities and
the Borrower reasonably expects to borrow and expend the full amount of such
commitment

CFC DOC
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3.6 At least 75% of the Loan Amount is expected to be used for Construction
Purposes.

3_7 The Borrower will not use proceeds of the Loan (i) to pre-pay for goods or
services to be received over a period of years prior to the date such goods or
services are to be received, or (ii) to pay for or otherwise acquire goods or
services from an Affiliated Person, as defined in ExhibitA.

3.8 The Borrower shall at all times be a Qualified Borrower.

Remedial Action.

4.1 The Borrower agrees to operate the Project as a Qualifying Facility.

The Borrower acknowledges that if property financed with proceeds of the
Securities advanced to the Borrower is operated in a manner other than as a
Qualifying Facility such operation may constitute a "deliberate action" that may
require remedial actions to prevent the tax credit being produced by the Securities
firm being disallowed.

The Borrower shall promptly contact the Issuer as provided in Section 6.3 hereof
if it considers operating property financed with proceeds of the Loan other than as
a Qualifying Facility.

4.2 The Borrower acknowledges that if property financed with proceeds of the Loan
is sold or otherwise disposed of in a manner contrary to the provisions of
Section 3.4 hereof, such sale or disposition may constitute a "deliberate action"
that may require remedial actions to prevent the tax credit being produced by the
Securities from being disallowed. If the Borrower considers the sale or other
disposition of property financed with proceeds of the Loan, it shall promptly
contact the Issuer, in the manner set forth in Section 6.3 hereof

5. Funds and Accounts: Investments.

5.1 After the issuance of the Securities, neither the Borrower nor any Related Person
to the Borrower has or will have any property, including cash, securities or any
other property held as a passive vehicle for the production of income or for
investment purposes, that constitutes:

i
I
I
I

(i) amounts that have a sufficiently direct nexus to the Securities or ro
the governmental purpose of the Securities to conclude that the amounts would
have been used for that governmental purpose if the Securities were not used or to
be used for that governmental purpose (the mere availability or preliminary
eannarking of such amounts for a governmental purpose, however, does not itself
establish such a sufficient nexus);

I
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(ii) amounts in a debt service iiund, redemption Md, reserve fund,
replacement fund or any similar fund to the extent reasonably expected to be used
directly or indirectly to pay principal of or interest on the Securities or any
amounts for which there is provided, directly or indirectly, a reasonable assurance
that the amount will be available to pay principal of or interest on the Securities or
any credit enhancement or liquidity device with respect to the Securities, even if
the Issuer, the Borrower or any Related Person to either of them encounter
financial difficulties; or

(iii) any amounts held pursuant to any agreement (such as an agreement
to maintain certain levels of types of assets) made for the benefit of the holders of
the Securities or any credit enhancement provider, including any liquidity device
or negative pledge (e.g., any amount pledged to pay principal of or interest on an
issue held under an agreement to maintain the amount at a particular level for the
direct or indirect benefit of holders of the Securities or a guarantor of the
Securities).

No compensating balance, liquidity account, negative pledge of property held for
investment purposes required to be maintained at least at a particular level or
similar arrangement exists with respect to, in any way, the Securities or any credit
enhancement or liquidity device related to the Securities.

5.2 During the acquiring/constructing/equipping of the Project, the Borrower will
only draw down amounts from the Issuer for capital expenditures already paid by
the Borrower.

5.3 Neither the Borrower nor any Related Person to the Borrower will enter into any
hedge (e.g., an interest rate swap, interest rate cap, fixtures contract, forward
contract or an option) with respecttothe Loan or the Securities.

5.4 All property subject to the Mortgage is and will be used by the Borrower in the
conduct of its trade or business. The Borrower reasonably expects to repay the
Loan from current operating revenues. The Mortgage does not require that cash,
securities, obligations, annuity contracts or other property held principally as a
passive vehicle for the production of income be maintained, individually or
collectively, at any particular level.

6. Miscellaneous|

6.1 This Project Agreement shall be governed by and construed in accordance with
the laws of the Commonwealth of Virginia.

6.2 Prior to thedate15 days before the Securities were sold, neither the Borrower nor
any Related Person to the Borrower has sold or delivered any obligations that are
reasonably expected to be paid out of substantially the same source of funds as the
Securities. Neither the Borrower nor any Related Person to the Borrower will sell
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or deliver within 15 days after the date hereof any obligations that are reasonably
expected to be paid out of substantially the same source of funds as the Securities .

6.3 All notices provided for herein shall be given or made in writing (including,
without limitation, by telecopy) and delivered to the Issuer at the "Address for
Notices" specified below. All such communications shall be deemed to have
been duly given (i) when personally delivered including, without limitation, by
overnight mail or courier service, (ii) in the case of notice by United States mail,
certified or registered, postage prepaid, return receipt requested, upon receipt
thereof, or (iii) in the case of notice by telecopy, upon transmission thereat,
provided such transmission is promptly confirmed by either of the methods set
forth in clauses (i) or (ii) above in each case given or addressed as provided for
herein. The Address for Notices of the Issuer is as follows:

National Rural Utilities Cooperative Finance Corporation
2201 Cooperative Way
Herndon, Virginia 20171 -3025
Attention: Senior Vice President - Member Services
Fax #703-709-6776

6.4 The Borrower represents that it has not been contacted by the Internal Revenue
Service or any issuer of bonds, the proceeds of which were loaned to the
Borrower regarding any examination of any tax exempt bonds issued for the
benefit of the Borrower. To the best of the lmowledge of the Borrower, no such
obligations of the Borrower are currently under examination by the Internal
Revenue Service.

6.5 Any restriction or covenant contained herein need not be observed or may be
changed if such nonobservance or change will not result in the loss of any tax
credit under Section 54 of the Code for the purpose of federal income taxation to
which the Securities is otherwise entitled and the Borrower receives an opinion of
Bond Counsel to such effect and the Issuer agrees to such nonobservance or
change.

6.6 If any clause, provision or section of this Project Agreement is ruled invalid by
any court of competent jurisdiction, the invalidity of such clause, provision or
section shall not affect any of the remaining clauses, sections or provisions hereof

\

6.7 The terms, provisions, covenants and conditions of this Project Agreement shall
bind and inure to the benefit of the respective successors and assigns of the Issuer
and the Borrower.

1

6.8 This Project Agreement shall terminate on the date three (3) years after the CREB
Maturity Date.

CFC DOC
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The undersigned acknowledge that this Project Agreement is given as a basis for an
opinion of the law firm of Chapman and Cutler LLP, Chicago, Illinois, and such firm is hereby
authorized to rely on this Project Agreement

DATED as of the day and year first above written

SULPHUR SPR1NGS VALLEY ELECTRIC
COOPERATIVE. INC

By
Title 64 J .,.:7'
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EXHIBIT A

DEFINITIONS

I "Affiliated Person " means any Person that (a) at any time during the six months prior to
the Closing Date, (i) has more than five percent of the voting power of the governing body of the
Issuer or the Borrower in the aggregate vested in its directors, officers, owners, and employees or
(ii) has more than five percent of the voting power of its governing body in the aggregate vested
in directors, officers, board members, owners, members or employees of the Issuer or the
Borrower or (b) during the one-year period beginning six months prior to the Closing Date, (i)
the composition of the governing body of which is modified or established to reflect (directly or
indirectly) representation of the interests of the Issuer or the Borrower (or for which an
agreement, understanding, or arrangement relating to such a modification or establishment
during that one-year period) or (ii) the composition of the governing body of the Issuer or the
Borrower is modified or established to reflect (directly or indirectly) representation of the
interests of such Person (or for which an agreement, understanding, or arrangement relating to
such a modification or establishment during that one-year period).

"Bond Counsel" means Chapman and Cutler LLP or any other nationally recognized
Et of attorneys experienced in the field of municipal obligations whose opinions are generally
accepted by purchasers of municipal obligations.

"Closing Date " means the date the Issuer issues the Securities.

"Code " means the Internal Revenue Code of 1986, as amended.

"Constructed Personal Properly " means tangible personal property (or, if acquired
pursuant to a single acquisition contract, properties) or Specially Developed Computer Software
if(i) a substantial portion of the property or properties is completed more than six (6) months
after the earlier of the date construction or rehabilitation commenced and the date the Borrower
entered into an acquisition contract, (ii) based on the reasonable expectations of the Borrower, if
any, or representations of the person constructing the property, with the exercise of due
diligence, completion of construction or rehabilitation (and delivery to the issuer) could not have
occurred within that six-month period; and (iii) if the Borrower itself builds or rehabilitates the
property, not more than 75 percent of the capitalizable cost is attributable to property acquired by
the Borrower (e.g., components, raw materials, and other supplies).

"Construction Purposes " means capital expendihxres that are allocable to the cost of Real
Properly or Constructed Personal Property. Except as provided in the next succeeding sentence,
construction expenditures do not include expenditures for acquisitions of interests in land or
other existing real property. Expenditures are not for the acquisition of an interest in existing
real property other than land if the contract between the seller and the Borrower requires the
seller to build or install the property (e.g., a turnkey contract), but only to the extent that the
property has not been built or installed at the time theparties enter into the contract.

E

5
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"Control" means the possession, directly or indirectly through others, of either of the
following discretionary and non-ministerial rights or Powers over another entity (i) to approve
and to remove without cause a controlling portion of the governing body of a Controlled Entity,
or (ii) to require the use of funds or assets of a Controlled Entity for any purpose.

"Controlled Entity" means any entity or one of a group of entities that is subject to
Control by a Controlling Entity or group of Controlling Entities.

"Controlled Group "means a groupofentities directly or indirectly subject toControl by
the same entity or group of entities, including the entity that has the Control of the other entities.

"Controlling Entity " means any entity or one of a group of entities directly or indirectly
having Control of any entities or group of entities.

"CREB Maturity Date " shallhave the meaning ascribed to it in the Loan Agreement.

"Governmental Body" means any State, territory, possession of the United States, the
District of Columbia, Indian tribal government, and any political subdivision thereof

"Mortgage"means the mortgage and security agreement applicable to substantially all of
the property of the Borrower.

"Qualified Borrower" means (i) amutual or cooperative electric company described in
Sections 501(c)(12) or 1381(a)(2)(C) of the Code, or (ii) a Govemmenta] Body (as defined
above).

"Real Property" means land and improvements to land, such as buildings or other
inherently permanent structures, including interests in real property. For example, real property
includes wiring in a building, plumbing systems, central heating or air-conditioning systems,
pipes or ducts, elevators, escalators installed in a building, paved parking areas,roads,wharves
and docks, bridges, and sewage lines.

"Related Person" means any member of the same Controlled Group as the Issuer or the
Borrower and any person related to the Issuer or a Borrower within the meaning of
Section l44(a)(3) of the Code.

"Solar Energy Facility " means a facility using solar energy to produce electricity.

"Specially Developed Computer Software" means any programs or routines used to
cause a computer to perform a desired task or set of tasks, and the documentation required to
describe and maintain those programs, provided that the software is specially developed and is
functionally related and subordinate to real property or other constructed personal property.

"Tangible Personal Property" means any tangible property other than real property,
including interests in tangible personal property. For example, tangible personal property
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includes machinery that is not a structural component of a building, subway cars, fire trucks,
automobiles, office equipment, testing equipment, and furnishings.

i
f
g
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EXHIBIT B

UPDATED DESCRIPTION OF THE PROJECT

CFC App l i ca t i on
Bond Proceeds Needed for Project :
Bond Al locat ion Requested and Received:

No.  19 Sulphur Spr ings Val ley EC,  Inc.
$280,000
$280,000

Name of Project Univers i t y  o f  A r i zona South  D is t r i c t
Photovol ta ic Solar Automobi le Parking Shade St ructure

Project  Street  Address

County

Un i vers i t y  o f  A r i zona South
1140 N .  Co lombo Ave.
S iena V i s ta ,  AZ 85635
Phone (520) 458-8278
Cochise County

Indiv idual  Name to Contact
Company Name
Street Address
City,  State,  Zip
Telephone Number
Fax

Jack B la i r
Su l f u r  Spr i ngs  Va l l ey  E lec t r i c  Coopera t i ve ,  I nc .

3  l l  E .  W i l co x  D r i ve
Sierra V is ta,  AZ 85635
(520)  515-3470
( 5 2 0 ) 4 5 8 - 3 4 6 7

Updated Detai led Descript ion of  the Project :

A cant i levered shade st ructure at  a school  on the top of  which wi l l  be const ructed a 23kW solar
pho t ovo l t a i c  sys t em  t o  supp l y  power  t o  t he  schoo l .  Excess  power  w i l l  f l ow  on  t o  t he  SSVEC
system.
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EXHIBIT C

ORIGINAL DESCRIPTION oF THE PROJECT

[COPY or' ExmB1T A To ISSUER APPLICATIQN To THE IRS]
CLEAN RENEWABLE ENERGY BONDS APPLICATION

EXHIBIT  A

SULPHUR Spluncs VALLEY ELECTRIC Cool=ERAT1vE, INC.
UNIVERSITY oF AR1ZONA Sours Drsrzucr PHOTOVOLTAIC SOLAR SHADE STRUCTURE

T h i s  p ro j e c t  w i l l  p l a c e  a  p h o t o v o l t a i c  m o d u l e  c o s t i n g  $ 2 8 0 , 0 0 0 ,  t h a t  w i l l  p ro d u c e  2 3 k W  o f
elect r ic i ty in the shade st ructure in the Universi ty of  Arizona South school .  The PV st ructure wi l l
provide elect rici ty to the respect ive school  at  no charge.  There wi l l  also be a cable connect ion to
a computer in the l ibrary of  each school  to show students how the system is working.

This project  is the ident ical  project  that  Navopache Elect r ic Cooperat ive in Arizona bui l t  in 2001
that  cont inues to funct ion wi th no issues/problems.

SSVEC w i l l  opera te  and main ta in  t he  s t ruc ture .  Any excess power  p roduced w i l l  f l ow  back t o
the SSVEC gr id .

The PV s t ructures a t  t he schools  w i l l  s ign i f i cant l y  reduce the i r  e lect r i c  b i l l s ,  wh ich have been
disproport ionately large due to the per meter monthly surcharges mandated by the Envi ronmental
Port fo l io  Program (EPP),  and approved by the Arizona Corporat ion Commiss ion.  A l l  customers
pay the EPP fees t o  SSVEC,  wh i ch  uses t hem to  f und renewable  energy  pro jec t s .  S ince each
school  has many meters ,  t hey pay t he  EPP a d i spropor t i onate l y  l a rge amount of  do l l a rs .  The
benef i t  of  reduced elect ric bi l ls wi l l  of fset  thei r payments into the f ixed.

The RFP i ssued by Su l fur  Spr ings Va l l ey  E lect r i c  Cooperat i ve  fo l l ows. I
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SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC.
A TOUCHSTONE ENERGY® COOPERATIVE

For THE ELECTRIC COOPERATIVESIN THE STATE oF AR1ZONA

REQUEST
A

PROPOSAL

For

A PHOTOVOLTAIC SYSTEM
USED FOR

SHADE STRUCTURES
FOR

PUBLIC BUILDINGS

IssuEr: AUGUST 1. 2005

Narrative: The Electric Cooperatives in Arizona (Duncan Valley EC, Graham County
EC, Mohave EC, Navopache EC, Sulphur Springs Valley EC, Telco EC and Arizona Electric
Power Cooperative, Inc.) request a proposal for a modular designed system to supply a low to
30 kW Photovoltaic (PV) system. System size is relative to the space available for the PV panels
on each site. System may consist of multiple free standing modules interconnected to meet the 10
to 30 kW size requirement. Modules to be used as free standing carports or free standing covers
for walkways to provide shade. These systems are to be used at public buildings to increase the
awareness of PV systems and operations and systems will be sized based on the available space
Base pricing for 10, 15, 20, 25, and 30 kW systems are requested (systems may be rounded to the
nearest kw increment). The interconnection cost from the PV system to nearest distribution
panel will be on a case by case basis due to the variation in sites. This RFP is not all-inclusive
and contractor may include other specifications or requirements they feel are necessary for a
successful venture

This RFP is released on August 1, 2005 and response must be in a written proposal by
October 1, 2005. For questions or clarification of details please contact Albert Gomez (520-515
3473) or David Bane (520-515-3472)

SCOPEOF WORK- THE CONTRACTOR WILL BE RESPONSIBLE FOR THE FOLIJOWING

Structural design of the supporting PV structures (carport and walkway)
One line circuit diagrams for approval by local Cooperative's engineering department
Complete wiring diagrams (to be included in owner manual)
Isolation transformers as needed to meet the NEC
Purchase and installation of all components
Systems test period of 4~6 weeks prior to transfer of title of equipment to site owner

i
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•

•

•

•

•

Any required Permits (Cooperative will reimburse actual cost of permits)
Meter socket on the A/C output of the inverter(s)
Interconnection with Customers electric service
Fencing around inverters and other equipment as required for security and public safety
Project to meet or exceed SunWatts standards
Basic training for site owner/ site operator
Operators Manual

THE COOPERATIVEWILL PROVIDE THE FOLLOWInGs

Meter to measure AC output from PV system to owners electric panel
Written permission from site owner to build the PV Module
Act as the point of contact with the installation Contractor on behalf of the site owner

STRUCTURAL DESIGN REQUIREMENTS :

The basic structure is to support the PV cells but must be able to work as a carport with
all the required clearances. Support should be in a cantilever style to allow easy parldng, spacing
on vertical supports should be in multiples of 10 feet to be able to match typical parldng lot
spacing, height should allow the parking of full size passenger vans, and structure does not have
to be water proof (providing shade to vehicles is secondary to the production of energy). Sample
profile (to show intent not required design) is on page 4. Ideal structure would have the ability to
support PV panels that would be effective if the long side of the structure is in a NoM-South as
well as East-West orientation.

PV DESIGN REQUIREMENTS!

•

•

PV panels shall have warranty for a minimum of 15 years to cover rated output (output
degradation not to exceed 20% over life of panel)
All system components will be UL certified
System will include isolation transformers per section 250-30 of the NEC
Polyphase inverter with voltage to match customer's system
Inverter to match capacity of project
15 year manufacturers warranty on Inverter (contractor may use an extended warranty

insurance policy to meet 15 year requirement)
Contractor will warranty repair labor at 100% for first 5 years, 66% of labor for second 5

years, and 33% of labor for remaining 5 years, (limited to warranty repairs)
Interconnection costs from site of PV system to nearest practical distribution panel will be
on a case by case basis, (site selection process will keep this as short as possible)

SUNWATTS REQUIREMENTS .

One-line drawings subject to approval by local Cooperative's engineering department
Units to operate in parallel with grid
Includes protection for out of frequency problems

Inly-ll-l
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Low harmonics
Inverter must disconnect in the event grid power is lost
Lockable safety switch located between the inverter and meter socket

TRAINING REQUIREMENTS :

The Contractor will prov ide suff icient time with the site owner to explain how to
disconnect the system, locate inverter, identify all junction boxes between the modules, and
identify any system warning lights or displays. Contractor will also provide system manual with
basic operating instructions and all the associated warranty information and manufacturer
contacts listed.

C-4
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Exmsrr D

MONTHLY DRAWDOWN SCHEDULE 0F AMOUNTS TO BE ADVANCED TO THE

_ Bonnownn PURSUANT To THE LOAN AGREEMENT

DATE ON WHICH PROCEEDS ARE

EXPECTED To BE EXPENDED
AMOUNTS oF PROCEEDS To BE
EXPENDED

December 1, 2008 $280,000
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SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC.

To

NAT1ONAL RURAL UTILITIES
COOPERATIVE FINANCE CORPORATION

Issuer

LOANAGREEMENT

Dated as of 2/ , z o o m

Clean Renewable Energy Bonds
(Cooperative Renewable Energy Projects) Series 2008A

of National Rural Utilities Cooperative Finance Corporation
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LOAN AGREEMENT

LOAN AGREEMENT (this "Agreement") dated as of ,
between SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC. ("Borrower"), a
corporation organized and existing under the laws of the State of Arizona and NATIONAL RURAL
UTILITIES COOPERATIVE FINANCE CORPORATION ("CFC"), a cooperative association
organized and existing under the laws of the District of Columbia.

RECITALS

WHEREAS, the Borrower has applied to CFC for a loan for the purposes set forth in
Schedule 1 hereto, and CFC is will ing to make such a loan to the Borrower on the terms and
conditions stated herein, and

WHEREAS, the Borrower has agreed to execute a promissory note to ev idence an
indebtedness in the aggregate principal amount of the CFC Commitment (as hereinafter defined).

NOW, THEREFORE, for and in consideration of the premises and the mutual covenants
hereinafter contained, the parties hereto agree and bind themselves as follows:

ARTICLE I

DEFINITIONS

Section 1.01 For purposes of this Agreement, the following capitalized terms shall have the
following meanings (such definitions to be equally applicable to the singular and the plural form
thereof). Capitalized terms that are not defined herein shall have the meanings as set forth in the
Mortgage.

"Accounting Requirements" shall mean any system of accounts prescribed by a federal
regulatory authority having jurisdiction over the Borrower or, in the absence thereof, the requirements
of GAAP applicable to businesses similar to that of the Borrower.

"Advance" shall mean each advance of funds by CFC to the Borrower pursuant to the terms
and conditions of this Agreement, including the Initial Advance and the Primary Advance.

"Authorized Officer of the Borrower" means the Chairman, General Manager or Chief
Financial Officer of the Borrower or any other person authorized by the Board of the Borrower so to
act or any other person performing a function similar to the function performed by any such officer or
authorized person.

"Average DSC Ratio" shall mean the average of the Borrower's two highest annual DSC
Ratios during the most recent three calendar years.

"Bond CounseI" means an attorney at law or a firm of attorneys (designated by CFC and
acceptable to the Trustee) of nationally recognized standing in matters pertaining to the tax-exempt
nature of interest or tax credits on bonds issued by states and their political subdivisions, duly
admitted to the practice of law before the highest court of any state of the United States of America.

CFC LOANAG
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"Business Day" shall mean any day that both CFC and the depository institution CFC
utilizes for funds transfers hereunder are open for business.

"CFC Commitment" shall have the meaning as defined in Schedule 1.

"CFC CREB Rate" shall mean the interest rate charged by CFC for loans made by CFC from
proceeds of the CREBs which rate shall not exceed one hundred and fifty basis points (150/100 of
1%) per annum.

"Closing Date" shall mean the date CFC issues the CREBs.

"Code" shall mean the Internal Revenue Code of 1986, as supplemented and amended.

"Completion Certificate" shal l  mean the cert i f icate of  the Borrower required by
Section 5.01.P of this Agreement, substantially in the form of Exhibit C hereto.

"CREBs" shall mean the series of Securities issued by CFC to provide financing for the
Project.

"CREB Maturity Date" shall mean the maturity date of the CREBs, which shall be the
December 15th prior to the Maximum CREB Term Anniversary Date.

"Debt Service Coverage ("DSC") Ratio" shall mean the ratio determined as follows: for any
calendar year add (i) Operating Margins, (ii) Non-Operating Margins-~lnterest, (iii) Interest Expense,
(iv) Depreciation and Amortization Expense, and (v) cash received in respect of generation and
transmission and other capital credits, and divide the sum so obtained by the sum of all payments of
Principal and Interest Expense required to be made during such calendar year, provided, however,
that in the event that any amount of Long-Term Debt has been refinanced during such year, the
payments of Principal and Interest Expense required to be made during such year on account of
such refinanced amount of Long~Term Debt shall be based (in lieu of actual payments required to be
made on such refinanced amount of Long-Tenm Debt) upon the larger of (i) an annualization of the
payments required to be made with respect to the refinancing debt during the portion of such year
such refinancing debt is outstanding or (ii) the payment of Principal and Interest Expense required to
be made during the following year on account of such refinancing debt.

"Default Rate" shall mean a rate per annum equal to one hundred and fifty basis points
(t50/t00 of 1%).

"Depreciation and Amortization Expense" shal l  mean an amount consti tut ing the
depreciation and amortization of the Borrower computed pursuant to Accounting Requirements.

"Determination of Tax Credit Ineligibility" shall mean a determination that a particular
series of Securities does not qualify for a tax credit for the owner thereof under Section 54 of the
Code, which determination shall be deemed to have been made upon the occurrence of the first to
occur of the following:

(a) the date on which CFC determines that there is a significant likelihood that a
particular series of Securities may not qualify for a tax credit, if  such determination is
supported by a written opinion of Bond Counsel to that effect, or

CFC LOANAG
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(b) the date on which CFC shall receive notice in writing that the Trustee has been
advised by the owner of any Security that a particular series of Securities does not qualify for
a tax credit for the owner thereof, based upon a final determination made either by: (A) the
Internal Revenue Service in a published or private ruling or technical advice memorandum or
(B) any court of competent jurisdiction in the United States of America, as a result of a failure
by CFC or any borrower to observe any agreement or representation in the Tax Compliance
Agreement or a Loan Agreement or Project Agreement relating to the proceeds of the
Securities. Any such determination will not be considered final for this purpose unless the
Owner of the Securities involved in the proceeding or action resulting in the determination (i)
gives CFC and the Trustee prompt written notice of the commencement thereof and (ii) if
CFC agrees to pay all expenses in connection therewith and to indemnify such Owner of the
Securities against all liabilities in connection therewith, offers CFC an opportunity to contest
the determination, either directly or in the name of the Owner of the Securities, and until
conclusion of any review, if sought.

"Distributions" shall mean, with respect to the Borrower, any dividend, patronage refund,
patronage capital retirement or cash distribution to its members, or consumers (including but not
limited to any general cancellation or abatement of charges for electric energy or services furnished
by the Borrower). The term "Distribution" shall not include la) a distribution by the Borrower to the
estate of a deceased patron, (b) repayment by the Borrower of a membership fee upon termination of
a membership, or (c) any rebate to a patron resulting from a cost abatement received by the
Borrower, such as a reduction of wholesale power cost previously incurred.

"Draw Period" shall have the meaning as described in Schedule 1 hereto.

"EnvlronmentaI Laws" shall mean all laws, rules and regulations promulgated by any
Governmental Authority, with which Borrower is required to comply, regarding the use, treatment
discharge, ,
distribution, transport, release of or exposure to any Hazardous Material.

"Equity" shall mean the aggregate of the BolTower's equities and margins computed
pursuant to Accounting Requirements.

"Event of Default" shall have the meaning as described in Article VI hereof.

storage, management handling, manufacture, generation, processing, recycling,

"Funds Requisition Statement" shall mean the certificate of the Borrower, in the form set
forth as Exhibit A to this Agreement, by which the Borrower will obtain an advance of funds from CFC
under the Loan.

"GAAP" shall mean generally accepted accounting principles set forth in the opinions and
pronouncements of the Accounting Principles Board and the American Institute of Certified Public
Accountants and statements and pronouncements of the Financial Accounting Standards Board.

"Governmental Authority" shall mean the government of the United States of America, any
other nation or government, any state or other political subdivision thereof, whether state or local,
and any agency, authority, instrumentality, regulatory body, court or other entity exercising executive,
legislative, judicial, taxing, regulatory or administrative Powers or functions of or pertaining to
government.

"Hazardous Material" shall mean any (a) petroleum or petroleum products, radioactive
materials, asbestos-containing materials, polychlorinated biphenyls, lead and radon gas, and (b) any
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other substance designated as hazardous or toxic or as a pollutant or contaminant under any
Environmental Law. l

"Indenture"shall mean the Indenture between CFC and U.S. Bank Trust Company National
Association, relating to the first issue of Securities, pursuant to which the Securities, including the
CREBs are issued, as supplemented and amended.

"Initial Advance" shat\ mean the Advance made by CFC on the Closing Datepursuant to
Section 3.02.A hereof to fund a portion of CFC's costs in issuing the CREBs attributable to the CFC
Commitment, including, but not limited to, original issue discount, underwriting discount and other
costs of issuance, including, without limitation, rating agency costs and legal, underwriting and
Trustee expenses.

"Interest Expense" shall mean an amount constituting the interest expense with respect to
Long-Term Debt of the Borrower computed pursuant to Accounting Requirements. In computing
Interest Expense, there shall be added, to the extent not otherwise included, an amount equal to 33-
1/3% of the excess of Restricted Rentals paid by the Borrower over 2% of the Borrower's Equity.

"Lien" shall mean any statutory or common law consensual or non-consensual mortgage,
pledge, security interest, encumbrance, lien, right of set off, claim or charge of any kind, including,
without limitation, any conditional sale or other title retention transaction, any lease transaction in the
nature thereof and any secured transaction under the Uniform Commercial Code.

"Loan" shall mean the loan made by CFC to the Borrower, pursuant to this Agreement and
the Note, in an aggregate principal amount not to exceed the CFC Commitment.

"Loan Capital Term Certificate" or "LCTC" shall mean a certificate, or book entry form of
account,evidencing the Borrower's purchase of equity in CFC.

"Loan Documents" shall mean this Agreement, the Note, the Mortgage, the Project
Agreement and all other documents or instruments executed, delivered or executed and delivered by
the Bon'ower and evidencing, securing, governing or otherwise pertaining to, the Loan.

"Long-Term Debt" shall mean an amount constituting the long-term debt of the Borrower
computedpursuantto Accounting Requirements.

"MaturityDate" shall mean the Payment Date immediately prior to the CREB Maturity Date
permitted for the CREBs under Section 54(e)(2) of the Code as in effect on the Closing Date.

"Maximum CREB Term Anniversary Date"shall mean the anniversary of the Closing Date
that occurs at the maximum term permitted for the CREBs under Section 54(e)(2) of the Code as in
effect on the Closing Date.

"Mortgage"shall have the meaning as described in Schedule 1 hereto.

"Mortgaged Property"shall have the meaning ascribed to it in the Mortgage.

"Non-Operating Margins--Interest" shall mean the amount representing the interest
component of non-operating margins of the Borrower computed pursuant to Accounting
Requirements.

CFC LOANAG
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"Note" shall mean the secured promissory note, payable to the order of CFC, executed by
the Borrower, dated as of even date herewith, pursuant to this Agreement as identified on Schedule
1 hereto and shall include any substitute note or modification thereto.

"Obligations" shall mean any and all liabilities, obligations or indebtedness owing by the
Borrower to CFC, of any kind or description, irrespective of whether forth payment of money,
whether direct or indirect, absolute or contingent, due or to become due, now existing or hereafter
arising.

"Operating Margins" shall mean the amount of patronage capital and operating margins of
the Borrower computed pursuant to Accounting Requirements.

"Payment Date" shall mean the first (1st) day of each of March, June and September and
December.

"Payment Notice" shall mean a notice furnished by' CFC to the Borrower that indicates the
amount of each payment of interest or interest and principal and the total amount of each payment
due.

"Permitted Encumbrances" shall have the meaning ascribed to it in the Mortgage.

"Person" shall mean natural persons, cooperatives, corporations, limited liability companies,
limited partnerships, general partnerships, limited liability partnerships, joint ventures, associations,
companies, trusts or other organizations, irrespective of whether they are legal entities, and
Governmental Authorities.

"Primary Advance" shall mean the Advance made by CFC to the Borrower pursuant to
Section 3.02.B hereof two Business Days after the Closing Date to reimburse Borrower for costs of
the Project.

"Principal" shall mean the amount of principal billed on account of Long-Term Debt of the
Borrower computed pursuant to Accounting Requirements.

"Project" shall mean the project being financed pursuant to the Loan, as further described in
Schedule 1.

"Project Account" means an account created pursuant to the Indenture within the Project
Fund related to the CREBs.

"Project Agreement" shall mean the Project Agreement, dated as of even date herewith,
executed by the Borrower with respect to the Project and the CREBs.

"Project Fund" means the Project Fund created and identified as such in the Indenture,

"Restricted Rentals" shall mean all rentals required to be paid under finance leases and
charged to income, exclusive of any amounts paid under any such lease (whether or not designated
therein as rental or additional rental) for maintenance or repairs, insurance, taxes, assessments,
water rates or similar charges. For the purpose of this definition the term "finance lease" shall mean
any lease having a rental term (including the test for which such lease may be renewed or extended
at the option of the lessee) in excess of three (3) years and covering property having an initial cost in
excess of $250,000 other than automobiles, trucks, trailers, other vehicles (including without
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limitation aircraft and ships), office, garage and warehouse space and office equipment (including
without limitation computers).

"Securities" shall mean one or more series of clean renewable energy bonds issued by CFC
under the Indenture.

"Subsidiary" as to any Person, shall mean a corporation, partnership, limited partnership,
limited liability company or other entity of which shares of stock or other ownership interests having
ordinary voting power (other than stock or such other ownership interests having such power only by
reason of the happening of a contingency) to elect a majority of the board of directors or other
managers of such entity are at the time owned, or the management of which is otherwise controlled,
directly or indirectly through one or more intermediaries, or both, by such Person. Unless otherwise
qualif ied, all references to a "Subsidiary" or to "Subsidiaries" in this Agreement shall refer to a
Subsidiary or Subsidiaries of the Borrower.

"Tax Compliance Agreement" means a tax compliance certificate and agreement of CFC
with respect to a series of Securities, as accepted by the Trustee, as amended.

"Termination Certificate" shal l  mean the cert i f i cate of  the Borrower requi red by
Section 5.01 .Q of this Agreement, substantially in the form of Exhibit D hereto,

"TotaI Assets" shall mean an amount constituting the total assets of the Borrower computed
pursuant to Accounting Requirements.

"Total Utility Plant" shall mean the amount constituting the total utility plant of the Borrower
computed pursuant to Accounting Requirements.

"Trustee" shall mean U.S. Bank Trust Company National Association and its successors and
assigns.

ARTICLE ll

REPRESENTATIONS AND WARRANTIES

Section 2.01 The Borrower represents and warrants to CFC that as of the date of this
Agreement:

A. Good Standing. The Borrower is duly organized, validly existing and in good
standing under the laws of the jurisdiction of its incorporation or organization, is duly qualified to do
business and is in good standing in those states in which it is required to be qualified to conduct its
business. The Borrower is a member in good standing of CFC.

B. Subsidiaries and Ownership. Schedule 1 hereto sets forth a complete and accurate
list of the Subsidiaries of the Borrower showing the percentage of the Borrower's ownership of the
outstanding stock, membership interests or partnership interests, as applicable, of each Subsidiary.

c . Authority; Validity. The Borrower has the power and authority to enter into this
Agreement, the Note, the Project Agreement and the Mortgage, to make the borrowing hereunder, to
execute and deliver all documents and instruments required hereunder and to incur and perform the
obligations provided for herein, in the Note, in the Project Agreement and in the Mortgage, all of
which have been duly authorized by all necessary and proper action, and no consent or approval of
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any Person, including, as applicable and without limitation, members of the Borrower, which has not
been obtained is required as a condition to the validity or enforceability hereof or thereof.

Each of this Agreement, the Note, the Project Agreement and the Mortgage is, and when fully
executed and delivered will be, legal, valid and binding upon the Borrower and enforceable against
the Borrower in accordance with i ts terms, subject to appl icable bankruptcy, insolvency,
reorganization, moratorium or other laws affecting creditors' rights generally and subject to general
principles of equity.

D. No Conflicting Agreements. The execution and delivery of the Loan Documents
and performance by the Bon'ower of the obligations thereunder, and the transactions contemplated
hereby or thereby, will not: (i) violate any provision of law, any order, rule or regulation of any court or
other agency of government, any award of any arbitrator, the articles of incorporation or by-laws of
the Borrower, or any indenture, contract, agreement, mortgage, deed of trust or other instrument to
which the Borrower is a party or by which it or any of its property is bound, or (ii) be in conflict with,
result in a breach of or constitute (with due notice and/or lapse of time) a default under, any such
award, indenture, contract, agreement, mortgage, deed of trust or other instrument, or result in the
creation or imposition of any Lien (other than contemplated hereby) upon any of the property or
assets of the Borrower.

The Borrower is not in default in any material respect under any agreement or instrument to which it
is a party or by which it is bound and no event or condition exists which constitutes a default, or with
the giving of notice or lapse of time, or both, would constitute a default under any such agreement or
instrument.

Taxes. The Borrower, and each of its Subsidiaries, has filed or caused to be filed all
federal, state and local tax returns which are required to be filed and has paid or caused to be paid
all federal, state and local taxes, assessments, and governmental charges and levies thereon,
including interest and penalties to the extent that such taxes, assessments, and governmental
charges and levies have become due, except for such taxes, assessments, and governmental
charges and levies which the Borrower or any Subsidiary is contesting in good faith by appropriate
proceedings for which adequate reserves have been set aside.

E.

F. Licenses and Permits. The Borrower has duly obtained and now holds all licenses,
permits, certifications, approvals and the like necessary to own and operate its property and business
that are required by Governmental Authorities and each remains valid and .in full force and effect.

G. Litigation. There are no outstanding judgments, suits, claims, actions or proceedings
pending or, to the knowledge of the Borrower, threatened against or affecting the Borrower, its
Subsidiaries or any of their respective properties which, if adversely determined, either individually or
collectively, would have a material adverse effect upon the business, operations, prospects, assets,
liabilities or financial condition of the Borrower or its Subsidiaries. The Borrower and its Subsidiaries
are not, to the Borrower's knowledge, in default or violation with respect to any judgment, order, writ,
injunction, decree, rule or regulation of any Governmental Authority which would have a material
adverse effect upon the business, operations, prospects, assets, liabilities or financial condition of the
Borrower or its Subsidiaries.

H. Financial Statements. The balance sheet of the Borrower as at the date identified in
Schedule 1 hereto, the statement of operations of the Borrower for the period ending on said date,
and the interim financial statements of the Borrower, all heretofore furnished to CFC, are complete
and correct. Said balance sheet fairly presents the financial condition of the Borrower as at said date

CFC LOANAG
AZ014-A-9049-CB001 (JABLONJ )
117611-2

I

-111 I III



8

and said statement of operations fairly reflects its operations for the period ending on said date. The
Borrower has no contingent obligations or extraordinary forward or long-term commitments except as
specifically stated in said balance sheet or herein. There has been no material adverse change in
the financial condition or operations of the Borrower from that set forth in said financial statements
except changes disclosed in writing to CFC prior to the date hereof.

I. Borrower's Legal Status. Schedule 1 hereto accurately sets forth: (i) the Borrower's
exact legal name, (ii) the Borrower's organizational type and jurisdiction of organization, (iii) the
Borrower's organizational identification number or accurate statement that the Borrower has none,
and (iv) the Borrower's place of business or, if more than one, its chief executive office as well as the
Borrower's mailing address if different.

J. Required Approvals. Other than the CREBs allocation received from the Internal
Revenue Service, no license, consent or approval of any Governmental Authority is required to
enable the Borrower to enter into this Agreement, the Project Agreement, the Note and the
Mortgage, or to perform any of its Obligations provided for in such documents, including without
limitation (and if applicable), that of any state public utilities commission, any state public service
commission, and the Federal Energy Regulatory Commission, except as disclosed in Schedule 1
hereto, all of which the Borrower has obtained prior to the date hereof.

K. Compliance With Laws. The Borrower and each Subsidiary is in compliance, in all
material respects, with all applicable requirements of law and all applicable rules and regulations of
each Governmental Authority.

To the Borrower's knowledge, information and belief, neither this
Agreement nor any document, certificate or financial statement furnished to CFC by or on behalf of
the Borrower in connection herewith (all such documents, certificates and financial statements, taken
as a whole) contains any untrue statement of a material fact or omits to state any material fact
necessary in order to make the statements contained herein and therein not misleading.

L. Disclosure.

M. No Other Liens. As to property which is presently included in the description of
Mortgaged Property, the Borrower has not, without the prior written approval of CFC, executed or
authenticated any security agreement or mortgage, or filed or authorized any financing statement to
be flied with respect to assets owned by it, other than security agreements, mortgages and financing
statements in favor of CFC, except as disclosed in writing to CFC prior to the date hereof or relating
to Permitted Encumbrances.

N. Environmental Matters. Except as to matters which individually or in the aggregate
would not have a material adverse effect upon the business or financial condition of the Borrower or
its Subsidiaries, (i) Borrower is in compliance with all Environmental Laws (including, but not limited
to, having any required permits and licenses), (ii) there have been no releases (other than releases
remediated in compliance with Environmental Laws) from any underground or aboveground storage
tanks (or piping associated therewith) that are or were present at the Mortgaged Property, (iii)
Borrower has not received written notice or claim of any violation of any Environmental Law, (iv)
there is no pending investigation of Borrower in regard to any Environmental Law, and (v) to the best
of Borrower's knowledge, there has not been any release or contamination (other than releases or
contamination remediated in compliance with Environmental Laws) resulting from the presence of
Hazardous Materials on property owned, leased or operated by the Borrower.

Project Agreement. As set forth in the Project Agreement, the Project constitutes "a
qualified project* as defined in Section 54(d)(2)(A) of the Code. As set forth in the Project Agreement,

O.
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the Borrower constitutes currently, and will remain through the period that the CREBs remain
outstanding, "a Qualified Borrower', meaning a (i) mutual or cooperative electric company described
in Sections 501(c)(12) or 1381(a)(2)(C) of the Code, or (ii) a Governmental Body, which is defined as
any state, territory possession of the U.S., the District of Columbia, Indian tribal government, and any
political subdivision thereof. The statements, information and descriptions contained in the Project
Agreement are true, correct and complete, and do not contain any untrue statement or misleading
statement of a material fact, and do not omit to state a material fact required to be stated therein or
necessary to make the statements, information and descriptions contained therein, in the light of the
circumstances under which they were made, not misleading, and the estimates and the assumptions
contained in the Project Agreement are reasonable and based on the best information available to
the Borrower.

ARTICLE Ill

LOAN

Section 3.01 Definitions.For purposes of this Article 3, the following capitalized terms shall
have the following meanings:

"Borrower's Annual Bond Repayment Amount" shall mean the amount determined by
dividing the CFC Commitment by the number of years from the Closing Date to the Maximum CREB
Term Anniversary Date, which amount shall be recalculated on the date CFC rescinds any excess
moneys pursuant to Section 3.05 or 3.06 hereof.

"Quarterly Bond Deposit Amount" shall mean for each Payment Date, the amount
determined by subtracting from the Quarterly Bond Repayment Amount the principal amount payable
by the Borrower pursuant to Section 3.03.A(ii)(b)(1 ) on such Payment Date.

"Quarterly Bond Repayment Amount" shallmean one-fourth (%) of the Borrower's Annual
Bond Repayment Amount.

Section 3.02 Advances. The obligation of the Borrower to repay the Advances shall be
evidenced by the Note. The aggregate amount of all Advances made hereunder shall not exceed the
CFC Commitment. At the end of the Draw Period, CFC shall have no further obligation to make
Advances.

A. Initial Advance. Borrower hereby agrees that on the Closing Date, CFC shall
automatically, aha without action by Borrower, make the Initial Advance. On the Closing Date, CFC
shall notify Borrower of the final amount of the Initial Advance and .the amount of the CFC
Commitment remaining for Borrower to subsequently Advance. .

B. Subsequent Advances.

(i) The Borrower may submit a request for the Primary Advance to CFC in writing (which
may be submitted by facsimile) no later than 12:00 noon local time at CFC's offices in
Herndon, Virginia seven Business Days prior to the Closing Date. The Primary
Advance may be requested in any amount up to the CFC Commitment. CFC shall
make the Primary Advance two Business Days after the Closing Date in the lesser of
(i) the aggregate amount of such requested Primary Advance, and (ii) the amount of
the CFC Commitment less the amount of the Initial Advance.

I
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(ii) Except as set forth in 3.02.A and 3.()2.B(i) hereof, the Borrower shall submit its
request for an Advance to CFC in writing (which may be submitted by facsimile) no
later than 12:00 noon local time at CFC's offices in Hemdon, Virginia at least two (2)
Business Days prior to the last Business Day of any calendar month. Borrower may
make multiple requests for Advances during any calendar month in any amount so
long as the aggregate amount of all Advances requested in such month is in an
amount not less than $100,000.00, provided, however that at such time as there
remains less than $100,000.00 available for Advance hereunder, Borrower may
request the entirety of such remaining amount. CFC shall make a single Advance to
Borrower on the first Business Day of the calendar month following Borrowers
request(s) for an Advance. Such Advance shall be in the aggregate amount of all
Advances requested by Borrower in the prior month, provided however that at such
time as there remains less than $100,000.00 available for Advance hereunder and
Borrower requests the entirety of such remaining amount, CFC shall Advance the
entirety of such remaining amount.

Section 3.03 Interest Rate and Payment. The Note shall be payable and bear interest as
follows:

A. Payments; Maturity; Amortization.

(i) The Note shall be due and payable on the Maturity Date.

(ii) On each Payment Date, the Borrower shall promptly pay the following

(a) accrued interest on the principal amount of the Loan outstanding less the amount
of the Initial Advance: and

(b) the Quarterly Bond Repayment Amount, consisting of

(1) the principal amount due on any outstanding Advances, determined on the
basis of a quarterly amortization schedule from the date of each Advance
and

(2) the QuarterlyBond Deposit Amount

(iii) If not sooner paid, any amount due on account of the unpaid principal, interest
accrued thereon and fees, if any, shall be due and payable on the Maturity Date

(iv) Each Advance shall amortize on a level principal payment basis from the date thereof
through the Maturity Date

(v) CFC will furnish to the Borrower a Payment Notice at least ten (10) days before each
Payment Date, provided, however, that CFC's failure to send a Payment Notice shall not constitute a
waiver by CFC or be deemed to relieve the Borrower of its obligation to make payments as and when
due as provided for herein

(vi) No provision of this Agreement or of any Note shall require the payment, or permit the
collection, of interest in excess of the highest rate permitted by applicable law
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Borrower agrees that the records of, and all computations by. CFC (in whatever media they are
recorded or maintained) as to the amount of principal, interest, fees and Quarterly Bond Deposit
Amount due on the Loan shall be conclusive in the absence of manifest error.

B. Application of Payments. Each payment shall be applied to the Loan, first to any
fees, costs, expenses orcharges other than interest or principal, second to interestaccrued, third to
the QuarterlyBond Deposit Amountand the balance to principal.

C. Application of Bond Repayment Deposit. At such time as the aggregate amount
billed by CFC in any calendar year on account of amortized principal under this Agreement exceeds
the Borrower's Annual Bond Repayment Amount for such year, CFC shall apply a portion of the
Borrower's prior payments of the Quarterly Bond Deposit Amount in the amount of such overage to
principal then due. Until such time, Borrower's payments of the Quarterly Bond Deposit Amount shall
not reduce the amount of principal outstanding and subject to amortization. Any amount paid by the
Borrower under this Agreement on account of the Quarterly Bond Deposit Amount in excess of the
principal amount of the fully advanced Loan shall be refunded to the Borrower on the Maturity Date.

D. Interest Rate Computation. Eaeh Advance except the Initial Advance shall bear
interest at the CFC CREB Rate which shall apply until the Maturity Date. The Initial Advance shall
not bear interest. Interest on Advances shall be computed on the basis of a 30-day month and 360-
day year.

Section 3.04. Extraordinary Obligation to Prepay. Upon a Determination of Tax Credit
Ineligibility that subjects the CREBs to an extraordinary mandatory redemption due to a failure of the
Borrower to observe any agreement or representation in this Loan Agreement (as more particularly
described in paragraph (b) of the defined term "Determination of Tax Credit Ineligibility"), the
Borrower shall prepay the Loan, or such part thereof as determined by CFC, at such times and in
such amounts as determined by CFC within sixty (50) days of such determination together with a
prepayment premium prescribed by CFC pursuant to its policies of general application in effect from
time to time.

Section 3.05. Rescission of Excess Moneys; Fee. If the Borrower has not drawn down
the full amount of the CFC Commitment at (i) the time of filing the Completion Certificate under
Section 5.01P. hereof, (ii) the time of filing the Termination Certificate under 5.01Q. hereof, (iii) a
Determination of Tax Credit Ineligibility or (iv) the end of the Draw Period, a corresponding rescission
of the amount of principal available to be drawn on the Note as calculated by CFC shall automatically
be made without further action by the Borrower. CFC shall release the Borrower from its obligations
hereunder as to such rescinded portion, provided the Borrower complies with such terms and
conditions as CFC may impose for such release including, without limitation, payment of any
rescission fee that CFC may from time to time prescribe, pursuant to its policies of general
application.

Section 3.06. Cancellation of Excess Moneys. If the Borrower has not drawndownthe full
amount of the CFC Commitment at the time CFC determines that it will cease making Advances
hereunder pursuant to Section 7.01 hereof, a corresponding cancellation of the amount of principal
available to be drawn on the Note as calculated by CFC shallautomatically be made without action
by the Borrower

Section 3.07. Default Rate. If Borrower defaults on its obligation to make a payment due
hereunder by the applicable Payment Date, and such default continues for thirty days thereafter, then
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beginning on the thirty-flrst day after the Payment Date and for so long as such default continues,
Advances shall bear interest at the Default Rate.

Section 3.08. Patronage Capital; Interest Rate Discounts. No patronage capital shall be
earned, and no interest rate discounts shall apply, to the Loan.

Sectlon 3.09. Optional Prepayment. Except for prepayments made pursuant to
Section 3.04 hereof, no prepayment of any Advance, in whole or in part, may be made by the
Borrower.

ARTICLE N

CONDITIONS OF LENDING

Section 4.01 The obl igation of  CFC to make any Advance hereunder is subject to
satisfaction of the following conditions in form and substance satisfactory to CFC:

A. Legal Matters. All legal matters incident to the consummation of the transactions
hereby contemplated shall be satisfactory to counsel for CFC.

B. Documents. CFC shall have been furnished with (i) the executed Loan Documents,
(ii) certified copies of all such organizational documents and proceedings of the Borrower authorizing
the transactions hereby contemplated as CFC shall require, (iii) an opinion of counsel for the Borrow-
er addressing such legal matters as CFC shall reasonably require, and (iv) all other such documents
as CFC may reasonably request.

C. Government Approvals. The Borrower shall have furnished to CFC true and correct
copies of all certif icates, authorizations, consents, permits and licenses from Governmental
Authorities necessary for the execution or delivery of the Loan Documents or performance by the
Borrower of the obligations thereunder

Representations and Warranties. The representations and warranties contained in
Article ll shall be true on the date of the making of each Advance hereunder with the same effect as
though such representations and warranties had been made on such date, no Event of Default and
no event which, with the lapse of time or the notice and lapse of time would become such an Event of
Default, shall have occurred and be continuing or will have occurred after giving effect to each
Advance on the books of the Borrower; there shall have occurred no material adverse change in the
business or condition. financial or otherwise, of the Borrower, and nothing shall have occurred which
in the opinion of CFC materially and adversely affects the Borrower's ability to perform its obligations
hereunder

E Mortgage Recordation. The Mortgage (and any amendments, supplements or
restatements as CFC may require from time to time) shall have been duly filed, recorded or indexed
in all jurisdictions necessary (and in any other jurisdiction that CFC shall have reasonably requested)
to provide CFC a lien, subject to Permitted Encumbrances, on all of the Borrower's real property, all
in accordance with applicable law, and the Borrower shall have paid all applicable taxes, recording
and filing fees and caused satisfactory evidence thereof to be furnished to CFC

UCC Filings. Uniform Commercial Code financing statements (and any continuation
statements and other amendments thereto that CFC shall require from time to time) shall have been
duly filed, recorded or indexed in all jurisdictions necessary (and in any other jurisdiction that CFC
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shall have reasonably requested) to provide CFC a perfected security interest, subject to Permitted
Encumbrances, in the Mortgaged Property which may be perfected by the filing of a financing
statement, all in accordance with applicable law, and the Borrower shall have paid all applicable
taxes, recording and filing fees and caused satisfactory evidence thereof to be furnished to CFC.

G. Requisitions. The Borrower will requisition each Advance by submitting its written
requisition to CFC in the form attached as Exhibit A hereto. Requisitions for Advances shall be made
only for the purposes set forth in Schedule 1 hereto.

H. Other Information. The Borrower shall have furnished such other information as
CFC may reasonably require, including but not limited to (i) information regarding the specific
purpose for an Advance and the use thereof, (ii) feasibility studies, cash flow projections, financial
analyses and pro forma f inancial statements suff icient to demonstrate to CFC's reasonable
satisfaction that after giving effect to the Advance requested, the Borrower shall continue to achieve
the DSC ratio set forth in Section 5.01.A herein, to meet all of its debt service obligations, and
otherwise to perform and to comply with all other covenants and' conditions set forth in this
Agreement, and (iii) any other information as CFC may reasonably request. CFC's obligation to
make any Advance hereunder is conditioned upon prior receipt and approval of the Borrowers
written requisition and other information and documentation, if any, as CFC may have requested
pursuant to this paragraph.

I. Issuance of Bonds. CFC shall have issued CREBs in an amount not less than the
CFC Commitment.

J. CREB Allocation. CFC shall have received an allocation in the amount of the CFC
Commitment from the U.S. Department of Treasury for the Borrower's Project under its Securities
program.

K. Tax Credit ineligibility. There shall have occurred no Determination of Tax credit
Ineligibility with regard to the Borrower or the Project.

L. Bring Down Certificate. Two (2) Business Days prior to the Closing Date, the
Borrower shall furnish CFC with a certificate of an Authorized Officer of the Borrower in the form of
Exhibit B hereto, certifying that all of the representations and warranties set forth in Article ll hereof
are true on the Closing Date.

ARTICLE v

COVENANTS

Section 5.01 Afflrmatlve Covenants. The Borrower covenants and agrees with CFC that
until payment in full of the Note and performance of all obligations of the Borrower hereunder:

A. Financial Ratios; Design of Rates. The Borrower shall achieve an Average DSC
Ratio of not less than 1.35. The Borrower shall not decrease its rates for electric service if it has
failed to achieve a DSC Ratio of 1.35 for the calendar year prior to such reduction subject only to an
order from a Governmental Authority properly exercising jurisdiction over the Borrower.

B. Loan Proceeds. The Borrower shall use the proceeds of this Loan solely for the
purposes identified on Schedule 1 hereto
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c. Notice. The Borrower shall promptly notify CFC in writing of:

(i) any material adverse change in the business, operations, prospects, assets, liabilities
or financial condition of the Borrower,

(ii)
involving the Borrower which could materially affect the business, operations, prospects, assets,
liabilities or financial condition of the Borrower,

the institution or threat of any litigation or administrative proceeding of any nature

(iii) the occurrence of an Event of Default hereunder, or any event that, with the giving of
notice or lapse of time, or both, would constitute an Event of Default.

D. Default Notices. Upon receipt of  any notices with respect to a default by the
Borrower under the terms of any evidence of any indebtedness with parties other than CFC or of any
loan agreement, mortgage or other agreement relating thereto, the Borrower shall deliver copies of
such notice to CFC.

E. Annual Certificates.

(i) W ithin one hundred twenty (120) days af ter the close of  each calendar year,
commencing with the year in which the initial Advance hereunder shall have been made, the
Borrower will deliver to CFC a written statement, in form and substance satisfactory to CFC, signed
by the Borrower's General Manager or Chief Executive Officer, stating that during such year, and that
to the best of said person's knowledge, the Borrower has fulfilled all of its obligations under this
Agreement, the Project Agreement, the Note, and the Mortgage throughout such year or, if there has
been a default in the fulfillment of any such obligations, specifying each such default known to said
person and the nature and status thereof.

(ii) The Borrower shall deliver to CFC within one hundred twenty (120) days of CFC's
written request, which shall be no more frequently than once every year, a certification, in form and
substance satisfactory to CFC, regarding the condition of the Mortgaged Property prepared by a
professional engineer satisfactory to CFC. The Borrower shall also deliver to CFC such other
information as CFC may reasonably request from time to time.

F. Loan Capital Term Certificate Purchase, The Borrower will purchase LCTCs, if
required, in an amount calculated pursuant to CFC's policies of general application and shall pay for
such LCTCs as required thereby. CFC's policies with respect to such LCTCs are set forth in
Schedule 1

Financial Books; Financial Reports; Right of Inspection. The Borrower will at all
times keep, and safely preserve, proper books, records and accounts in which full and true entries
will be made of all of the dealings, business and affairs of the Borrower, in accordance with
Accounting Requirements. When requested by CFC, the Borrower will prepare and furnish CFC
from time to time, periodic financial and statistical reports on its condition and operations. All of such
reports shall be in such form and include such information as may be specified by CFC. within one
hundred twenty (120) days of the end of each calendar year during the term hereof, the Borrower
shall furnish to CFC a full and complete report of its f inancial condition and statement of its
operations as of the end of such calendar year, in form and substance satisfactory to CFC
addition, within one hundred twenty (120) days of the end of each the Borrower's fiscal years during
the term hereof, the Borrower shall furnish to CFC a full and complete consolidated and consolidating
report of its financial condition and statement of its operations as of the end of such fiscal year
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audited and certified by independent eertihed public accountants nationally recognized or otherwise
satisfactory to CFC and accompanied by a report of such audit in form and substance satisfactory to
CFC, including without limitation a consolidated and consolidating balance sheet and the related
consol idated and consol idat ing statements of  income and cash f low.  CFC, through i ts
representatives, shall at all times during reasonable business hours and upon prior notice have
access to, and the right to inspect and make copies of, any or all books, records and accounts, and
any or all invoices, contracts, leases, payrolls, canceled checks, statements and other documents
and papers of every kind belonging to or in the possession of the Borrower or in anyway pertaining to
its property or business.

H. Notice of Additional Secured Debt. The Borrower will notify CFC promptly in writing
if it incurs any additional secured indebtedness other than indebtedness to CFC or indebtedness
otherwise provided for in the Mortgage.

I. Funds Requisition. The Borrower agrees (i) that CFC may rely conclusively upon the
written instructions submitted to CFC in the Borrower's written request for an Advance hereunder,
(ii) that such instructions shall constitute a covenant under this Agreement to repay the Advance in
accordance with such instructions, the applicable Note, the Mortgage, the Project Agreement and
this Agreement, and (iii) to request Advances only for the purposes set forth in Schedule 1 hereto.

J. Compliance With Laws. The Borrower and each Subsidiary shall remain in
compliance, in all material respects, with all applicable requirements of law and applicable rules and
regulations of each Governmental Authority.

K. Taxes. The Borrower shall pay, or cause to be paid all taxes, assessments or
governmental charges lawfully levied or imposed on or against it and its properties prior to the time
they become delinquent, except for any taxes, assessments or charges that are being contested in
good faith and with respect to which adequate reserves as determined In good faith by the Borrower
have been established and are being maintained.

L. Further Assurances. The Borrower shall execute any and all further documents,
financing statements, agreements and instruments, and take all such further actions (including the
filing and recording of financing statements, fixture filings, mortgages, deeds of trust and other
documents), which may be required under any applicable law, or which CFC may reasonably
request, to effectuate the transactions contemplated by the Loan Documents or to grant, preserve,
protect or perfect the Liens created or intended to be created thereby. The Borrower also agrees to
provide to CFC, from time to time upon request, evidence reasonably satisfactory to CFC as to the
perfection and priority of the Liens created or intended to be created by the Loan Documents.

Environmental Covenants. Borrower shall:

(i) at its own cost, comply in all material respects with all applicable Environmental Laws,
including, but not limited to, any required remediation, and

(ii) i f  i t  receives any wri tten communication al leging Borrower's v iolation of  any
Environmental Law, provide CFC with a copy thereof within ten (10) Business Days after receipt, and
promptly take appropriate action to remedy, cure, defend, or otherwise affirmatively respond to the
matter.

N. Limitations on Loans, Investments and Other Obligations. The aggregate amount
of all purchases, investments, loans, guarantees, commitments and other obligations described in
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Section 5.02.D(i) of this Agreement shall at all times be less than fifteen percent (15%) of Total Utility
Plant or fifty percent (50%) of Equity, whichever is greater.

O. Tax Status of the CREBS. The Borrower shall utilize the Project or cause it to be
utilized as provided in the Project Agreement until the CREB Maturity Date. No use will be made of
the proceeds of the CREBs other than as set forth herein and in the Project Agreement and no
changes will be made in the Project or in the operation or beneficial use thereof (including, without
limiting the generality of the foregoing, the use of the Project by the Borrower or any related person)
without an opinion of Bond Counsel that such a use or change will not adversely affect the eligibility
of the CREBs to qualify for a tax credit for the owner thereof, for federal income tax purposes. The
Borrower agrees and warrants that it will not take or authorize or permit any action to be taken and
has not taken or authorized or permitted any action to be taken and will not fail to take any action to
comply with the Project Agreement which adversely affects the eligibility of the CREBs to qualify for a
tax credit for the owner thereof, for federal income tax purposes. This agreement and warranty shall
survive the termination of this Agreement.

P. Completion Certificate. The Borrower shall submit to CFC within 30 days after the
completion of the Project, a Completion Certificate signed by an Authorized Officer of the Borrower.

Q. Termination Certificate. If  the Borrower determines that the Project will not be
completed as described in Section 5.01.P above, then the Borrower shall submit to CFC a
Termination Certificate, within 30 days of a determination that:

. 0)
Project, and

no further acquisition, construction or installation will occur with respect to the

(ii) the Borrower does not intend to make any further Advances.

R. Other Information. The Borrower shall furnish such other information as CFC may
reasonably require relating to the Project.

Section 5.02 Negative Covenants. The Borrower covenants and agrees with CFC that until
payment in full of the Note and performance of all obligations of the Borrower hereunder, the
Borrower will not, directly or indirectly, without CFC's prior written consent:

A. Limitations on Mergers. Consolidate with, merge, or sell all or substantially all of its
business or assets, or enter into an agreement for such consolidation, merger or sale, to another
entity or person unless such action is either approved, as is evidenced by the prior written consent of
CFC, or the purchaser, successor or resulting corporation is or becomes a member in good standing
of  CFC and assumes the due and punctual payment of  the Note and the due and punctual
performance of the covenants contained in the Mortgage and this Agreement.

B. Lim i tat ions on Sale,  Lease or  Transf er  of  Capi ta l  Assets;  Appl i cat ion of
Proceeds. Sell, lease or transfer (or enter into an agreement to sell, lease or transfer) any capital
asset, except in accordance with this Section 5.02.B. If no Event of Default (and no event which with
notice or lapse of time and notice would become an Event of Default) shall have occurred and be
continuing, the Borrower may, without the prior written consent of CFC, sell, lease or transfer (or
enter into an agreement to sell, lease or transfer) any capital asset in exchange for fair market value
consideration paid to the Borrower if the value of such capital asset is less than five percent (5%) of
Total Utility Plant and the aggregate value of capital assets sold, leased or transferred in any 12-
month period is less than ten percent (10%) of Total Utility Plant.
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c. Limitation on Dividends, Patronage Refunds and other DistributioNs.

(i) Make Distributions in any calendar year if, after giving effect to the Distribution, the total
Equity of the Borrower will be less than twenty percent (20%) of its Total Assets.

(ii) If, after giving effect to the Distribution, the total Equity of the Borrower will be less than
twenty percent (20%) of its Total Assets, then the Borrower may nevertheless make Distributions of
up to thirty percent (30%) of its total margins for the preceding calendar year.

(iii) Notwithstanding anything to the contrary in subparagraphs (i) and (ii) above, the Borrower
shall not make any Distribution without the prior written consent of CFC if an Event of Default under
this Agreement has occurred and is continuing.

D. Limitations on Loans, Investments and Other Obligations.

(i) (a) Purchase, or make any commitment to purchase, any stock, bonds, notes. debentures,
or other securities or obligations of or beneficial interests in, (b) make, or enter into a commitment to
make, any other investment, monetary or otherwise, in, (c) make, or enter into a commitment to
make, any loan to, or (d) guarantee, assume, or otherwise become liable for, or enter into a
commitment to guarantee, assume, or otherwise become liable for, any obligation of any Person if,
after giving effect to such purchase, investment, loan, guarantee or commitment, the aggregate
amount thereof would exceed the greater of fifteen percent (15%) of Total Utility Plant or fifty percent
(50%) of Equity.

(ii) The following shall not be included in the limitation of purchases, Investments, loans and
guarantees in (i) above: (a) bonds, notes, debentures, stock, or other securities or obligations issued
by or guaranteed by the United States or any agency or instrumentality thereof, (b) bonds, notes,
debentures, stock, commercial paper, subordinated capital certificates, or any other security or
obligation issued by CFC or by institutions whose senior unsecured debt obligations are rated by at
least two nationally recognized rating organizations in either of their two highest categories, (c)
investments incidental to loans made by CFC, (d) any deposit that is fully insured by the United
States, (e) loans and grants made by any Governmental Authority to the Borrower under any rural
economic development program, but only to the extent that such loans and grants are non-recourse
to the Borrower, and (t) unretired patronage capital allocated to the Borrower by CFC, a cooperative
from which the Borrower purchases electric power, or a statewide cooperative association of which
Borrower is a member.

(iii) In no event may the Borrower take any action pursuant to subsection (i) if an Event of
Default under this Agreement has occurred and is continuing,

E. Organizational Change. Change its type of organization or other legal structure,
except as permitted by Section 5.02.A. hereof, in which case the Borrower shall provide at least 30
days prior written notice to CFC together with all documentation reflecting such change as CFC may
reasonably require.

F. Notice of Change in Borrower Information. Change its (i) state of incorporation, (ii)
legal name, (iii) mailing address, or (iv) organizational identification number, if it has one, unless the
Borrower provides written notice to CFC at least thirty (30) days prior to the effective date of any
such change together with all documentation reflecting any such change as CFC may reasonably
require.
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ARTICLE VI

EVENTS OF DEFAULT

Section 6.01 The following shall be "Events of Default" under this Agreement:
l

A. Representations and Warranties. Any representation or warranty made by the
Borrower herein, or in any of the other Loan Documents, or in any certificate or financial statement
furnished to CFC hereunder or under any of the other Loan Documents shall prove to be false or
misleading in any material respect.

1

B. Payment. The Borrower shal l  fai l  to pay (whether upon stated maturi ty, by
acceleration, or otherwise) any principal, interest, premium (if any) or other amount payable under
the Note and the Loan Documents within five (5) Business Days after the due date thereof.

Other Covenants. r
J

(i) No Grace Period. Failure of the Borrower to observe or perform any covenant
or agreement contained in the Project Agreement or in Sections 5.01.A, 5.01.B,
5.01 .D, 5.01.E, 5.01 .G, 5.01.1, 5.01.N, 5.01.0 and 5.02 of this Agreement.

r
J

I

J(ii) Thirty Day Grace Period. Failure of the Borrower to observe or perform any
other covenant or agreement contained in this Agreement or any of the other Loan
Documents, which shall remain unremedied for thirty (30) calendar days after written
notice thereof shall have been given to the Borrower by CFC.

D. Legal Existence, Permits and Licenses. The Borrower shall forfeit or otherwise be
deprived of (i) its authority to conduct business in the jurisdiction in which it is organized or in any
other jurisdiction where such authority is required in order for the Borrower to conduct its business in
such jurisdiction or (ii) permits, easements, consents or licenses required to carry on any material
portion of its business.

E. Other CFC Obligations. The Borrower shal l  be in breach or defaul t  of  any
Obligation, which breach or default continues uncured beyond the expiration of any applicable grace
period

Other Obligations. The Borrower shall (i) fail to make any payment of any principal
premium or any other amount due or interest on any indebtedness with parties other than CFC which
shall remain unpaid beyond the expiration of any applicable grace period, or (ii) be in breach or
default with respect to any other term of any evidence of any other indebtedness with parties other
than CFC or of any foam agreement, mortgage or other agreement relating thereto which breach or
default continues uncured beyond the expiration of any applicable grace period, if the effect of such
failure. default or breach is to cause the holder or holders of that indebtedness to cause that
indebtedness to become or be declared due prior to its stated maturity (upon the giving or receiving
of notice, lapse of time, both or otherwise)

Involuntary Bankruptcy. An involuntary case or other proceeding shal l  be
commenced against the Borrower seeking liquidation, reorganization or other relief with respect to it
or its debts under bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the
appointment of a trustee, receiver, liquidator, custodian or other similar official of it or any substantial
part of its property and such involuntary case or other proceeding shall continue without dismissal or
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stay for a period of sixty (60) days, or an order for relief shall be entered against the Borrower under
the federal bankruptcy laws or applicable state law as now or hereafter in effect.

H. Insolvency. The Borrower shall commence a voluntary case or other proceeding
seeking liquidation, reorganization or other relief with respect to itself  or its debts under any
bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the appointment of a
trustee, receiver, liquidator, custodian or other similar official of it or any substantial part of its
property, or shelf consent to any such relief or to the appointment of or taking possession by any
such official in an involuntary case or proceeding commenced against it, or shall make a general
assignment for the benefit of creditors, or shall admit in writing its inability to, or be generally unable
to, pay its debts as they become due, or shall take any action to authorize any of the foregoing.

I. Dissolution or Liquidation. Other than as provided in subsection H. above, the
dissolution or liquidation of the Borrower, or failure by the Borrower promptly to forestall or remove
any execution, garnishment or attachment of such consequence as will impair its ability to continue
its business or fulfill its obligations and such execution, garnishment or attachment shall not be
vacated within sixty (60) days. The term "dissolution or liquidation of the Borrower", as used in this
subsection, shall not be construed to include the cessation of the corporate existence of the BolTower
resulting either from a merger or consolidation of the Borrower into or with another corporation
following a transfer of all or substantially all its assets as an entirety, under the conditions set forth in
Section 5.02.A.

J. Material Adverse Change. Any material adverse change in the business or
condition, financial or otherwise, of the Borrower.

K. Monetary Judgment. The Borrower shall suffer any money judgment not covered by
insurance, writ or warrant of attachment or similar process involving an amount in excess of
$100,000 and shall not discharge, vacate, bondor stay the same within a period of sixty (60) days.

Nonmonetary Judgment. One or more nonmonetary judgments or orders (including,
attachment, garnishment, execution, distrait,

replevin or similar process) shall be rendered against the Borrower that, either individually or in the
aggregate, could reasonably be expected to have a material adverse effect upon the business,
operations, prospects, assets, liabilities or financial condition of the Borrower.

L.
without limitation, injunctions, writs or warrants of

ARTICLE VII

REMEDIES

Section 7.01 If any of the Events of Default listed in Section 6 hereof shall occur after the
date of this Agreement and shall not have been remedied within the applicable grace periods
specified therein, then CFC may:

(i)

(if)

Cease making Advances hereunder,

Declare all unpaid principal outstanding on the Note, all accrued and unpaid interest
thereon, and all other Obligations to be immediately due and payable and the same
shall thereupon become immediately due and payable without presentment, demand,
protest or notice of any kind, all of which are hereby expressly waived ,
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(iii) Exercise rights of setoff or recoupment and apply any and all amounts held, or hereby
held, by CFC or owed to the Borrower or for the credit or account of the Borrower
against any and all of the Obligations of the Borrower now or hereafter existing
hereunder or under the Note, including, but not l imited to, patronage capital
allocations and retirements, money due to Borrower from equity certificates purchased
from CFC, and any membership or other fees that would otherwise be returned to
Borrower but excluding any LCTCs purchased by the Borrower pursuant to this
Agreement. The rights of CFC under this section are in addition to any other rights
and remedies (including other rights of setoff or recoupment) which CFC may have.
The Borrower waives all rights of setoff, deduction, recoupment or counterclaim,

(iV) Pursue all rights and remedies available to CFC that are contemplated by the
Mortgage and the other Loan Documents in the manner, upon the conditions, and with
the effect provided in the Mortgage and the other Loan Documents, including, but not
limited to, a suit for specific performance, injunctive relief or damages,

(V) Pursueany other rights and remedies available to CFC at law or in equity.

Nothing herein shall limit the right of CFC to pursue all rights and remedies available to a creditor
following the occurrence of an Event of Default. Each right, power and remedy of CFC shall be
cumulative and concurrent, and recourse to one or more rights or remedies shall not constitute a
waiver of any other right, power or remedy.

ARTICLE am

MISCELLANEOUS

Section 8.01 Notices. All notices, requests and other communications provided for herein
including, without limitation, any modifications of, or waivers, requests or consents under, this
Agreement shall be given or made in writing (including, without limitation, by telecopy) and delivered
to the intended recipient at the "Address for Notices" specified below, or, as to any party, at such
other address as shall be designated by such party in a notice to each other party. All such
communications shall be deemed to have been duly given (i) when personally delivered including,
without limitation, by overnight mail or courier service, (ii) in the case of notice by United States mail,
certified or registered, postage prepaid, return receipt requested, upon receipt thereof, or (iii) in the
case of notice by telecopy, upon transmission thereof, provided such transmission is promptly
confirmed by either of the methods set forth in clauses (i) or (ii) above in each case given or
addressed as provided for herein. The Address for Notices of each of the respective parties is as
follows:

National Rural Utilities Cooperative Finance Corporation
2201 Cooperative Way
Herndon, Virginia 20171-3025
Attention: Senior Vice President - Member Services
Fax # 703-709-6776

The Borrower:

The address set forth in
Schedule 1 hereto
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Section 8.02 Expenses. Borrower shall reimburse CFC for any reasonable costs and
out-of-pocket expenses paid or incurred by CFC (including, without limitation, reasonable fees and
expenses of outside attorneys, paralegals and consultants) for all actions CFC takes, (a) to enforce
the payment of any Obligation, to effect collection of any Mortgaged Property, or in preparation for
such enforcement or collection, (b) to institute, maintain, preserve, enforce and foreclose on CFC's
security interest in or Lien on any of the Mortgaged Property, whether through judicial proceedings or
otherwise, (c) to restructure any of the Obligations, (d) to review, approve or grant any consents or
waivers hereunder, (e) to prepare, negotiate, execute, deliver, review,- amend or modify this
Agreement, (f) to prepare, negotiate, execute, deliver,
agreements, documents and instruments deemed necessary or appropriate by CFC in connection
with any of  the foregoing, and (g) to obtain any opinions required to be furnished upon a
Determination of Tax Credit Ineligibility and an extraordinary prepayment as set forth in Section 3.04
hereof or a rescission of excess money as set forth in Section 3.05 or a cancellation of eXcess
moneys as set forth in Section 3.06.

review, amend or modify any other

The amount of all such expenses identif ied in this Section 8.02 shall be secured by the
Mortgage and shall be payable upon demand, and if not paid, shall accrue interest at the Default
Rate.

Section 8.03 Late Payments. If payment of any amount due hereunder is not received at
CFC's office in Herndon, Virginia, or such other location as CFC may designate to the Borrower
within five (5) Business Days after the due date thereof, the Borrower will pay to CFC, in addition to
all other amounts due under the terms of the Loan Documents, any late payment charge as may be
fixed by CFC from time to time pursuant to its policies of general application as in effect from time to
time.

Section 8.04. Non-Business Day Payments. If any payment to be made by the Borrower
hereunder shall become due on a day which is not a Business Day, such payment shall be made on
the next succeeding Business Day and such extension of time shall be included in computing any
interest in respect of such payment.

Section 8.05 Filing Fees. To the extent permitted by law, the Borrower agrees to pay all
expenses of CFC (including the reasonable fees and expenses of its counsel) in connection with the
filing, registration, recordation or perfection of the Mortgage and any other security instruments as
may be required by CFC in connection with this Agreement, including, without l imitation, all
documentary stamps, recordation and transfer taxes and other costs and taxes incident to execution,
filing, registration or recordation of any document or instrument in connection herewith. The Borrower
agrees to save harmless and indemnify CFC from and against any liability resulting from the failure to
pay any required documentary stamps, recordation and transfer taxes, recording costs, or any other
expenses incurred by CFC in connection with this Agreement. The provisions of this subsection shall
survive the execution and delivery of this Agreement and the payment of all other amounts due under
the Loan Documents.

Section 8.06 Waiver, Modification. No failure on the part of CFC to exercise, and no delay
in exercising, any right or power hereunder or under the other Loan Documents shall operate as a
waiver thereof, nor shall any single or partial exercise by CFC of any right hereunder, or any
abandonment or discontinuance of steps to enforce such right or power, preclude any other or further
exercise thereof or the exercise of any other right or power. No modification or waiver of any
provision of this Agreement, the Note or the other Loan Documents and no consent to any departure
by the Borrower therefrom shall in any event be effective unless the same shall be in writing by the
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party granting such modification, waiver or consent, and then such modification, waiver or consent
shall be effective only in the specific instance and for the purpose for which given.

SECTION 8.07
JURY TRIAL.

GOVERNING LAW; SUBMISSION TO JURISDICTION; WAIVER OF

(A) THE PERFORMANCE AND CONSTRUCTION OF THIS AGREEMENT AND THE NOTE
SHALL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE
COMMONWEALTH OF VIRGINIA.

(B) THE BORROWER HEREBY SUBMITS TO THE NON-EXCLUSIVE JURISDICTION OF
THE UNITED STATES COURTS LOCATED IN VIRGINIA AND OF ANY STATE COURT SO
LOCATED FOR PURPOSES OF ALL LEGAL PROCEEDINGS ARISING OUT OF OR RELATING
TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY. THE BORROWER
IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY
OBJECTIONS THAT IT MAY NOW OR HEREAFTER HAVE TO THE ESTABLISHING OF THE
VENUE OF ANY SUCH PROCEEDINGS BROUGHT IN SUCH A COURT AND ANY CLAIM THAT
ANY SUCH PROCEEDING HAS BEEN BROUGHT IN AN INCONVENIENT FORUM.

(C) THE BORROWER AND CFC EACH HEREBY IRREVOCABLY WAIVES, TO THE
FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY AND ALL RIGHT TO TRIAL BY
JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT
OR THE TRANSACTIONS CONTEMPLATED HEREBY.

SECTION 8.08 INDEMNIFICATION. THE BORROWER HEREBY INDEMNIFIES AND
AGREES TO HOLD HARMLESS, AND DEFEND CFC AND ITS MEMBERS, DIRECTORS,
OFFICERS, EMPLOYEES, AGENTS, ATTORNEYS AND REPRESENTATIVES (EACH AN
"INDEMNITEE") FOR, FROM, AND AGAINST ALL CLAIMS, DAMAGES, LOSSES, LIABILITIES,
COSTS, AND EXPENSES (INCLUDING, WITHOUT LIMITATION, COSTS AND EXPENSES OF
LITIGATION AND REASONABLE ATTORNEYS' FEES) ARISING FROM ANY CLAIM OR DEMAND
IN RESPECT OF THIS AGREEMENT AND THE OTHER LOAN DOCUMENTS, THE MORTGAGED
PROPERTY, OR THE TRANSACTIONS DESCRIBED IN THIS AGREEMENT AND THE OTHER
LOAN DOCUMENTS AND ARISING AT ANY TIME, WHETHER BEFORE OR AFTER PAYMENT
AND PERFORMANCE OF ALL OBLIGATIONS UNDER THIS AGREEMENT AND THE OTHER
LOAN DOCUMENTS IN FULL, EXCEPTING ANY SUCH MATTERS ARISING SOLELY FROM THE
GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF CFC OR ANY INDEMNITEE INCLUDING
WITHOUT LIMITATION ANY DETERMINATION MADE OR OTHER ACTION TAKEN BY CFC
PURSUANT TO SECTIONS 3.04, 3.05 and 3.05 OF THIS AGREEMENT. NOTWITHSTANDING
ANYTHING TO THE CONTRARY CONTAINED IN SECTION 8.10 HEREOF, THE OBLIGATIONS
IMPOSED UPON THE BORROWER BY THIS SECTION SHALL SURVIVE THE REPAYMENT OF
THE NOTE, THE TERMINATION OF THIS AGREEMENT AND THE TERMINATION OR RELEASE
OF THE LIEN OF THE MORTGAGE.

Section 8.09 Complete Agreement. This Agreement, together with the schedules to this
Agreement, the Note and the other Loan Documents, and the other agreements and matters referred
to herein or by their terms referring hereto, is intended by the parties as a final expression of their
agreement and is intended as a complete statement of the terms and conditions of their agreement.
In the event of any conflict in the terms and provisions of this Agreement and any other Loan
Documents, the terms and provisions of this Agreement shall control.

CFC LOANAG
AZ014-A-9049-CB001 (JABLONJ)
117611-2

I I'll



an

J

23

Section 8.10 Survival, Successors and Assigns. All covenants, agreements,
representations and warranties of the Borrower which are contained in this Agreement shall survive
the execution and delivery to CFC of the Loan Documents and the making of the Loan hereunder
and shall continue in full force and effect until all of the obligations under the Loan Documents have
been paid in full. All covenants, agreements, representations and warranties of the Borrower which
are contained in this Agreement shall inure to the benefit of the successors and assigns of CFC. The
Borrower shall not have the right to assign its rights or obligations under this Agreement without the
prior written consent of CFC, except as provided in Section 5.02.A hereof.

Section 8.11 Use of Terms. The use of the singular herein shall also refer to the plural, and
vice versa.

Section 8.12 Headings. The headings and sub-headings contained in this Agreement are
intended to be used for convenience only and do not constitute pan of this Agreement.

Section 8.13 Severability. If any term, provision or condition, or any part thereof, of this
Agreement, the Note or the other Loan Documents shall for any reason be found or held invalid or
unenforceable by any governmental agency or court of competent jurisdiction, such invalidity or
unenforceability shall not affect the remainder of such term, provision or condition nor any other term,
provision or condition, and this Agreement, the Note and the other Loan Documents shall survive and
be construed as if such invalid or unenforceable term, provision or condition had not been contained
therein.

Section 8.14 Binding Effect. This Agreement shall become effective when it shall have
beer executed by both the Borrower and CFC and thereafter shall be binding upon and inure to the
benetlt of the Borrower and CFC and their respective successors and assigns.

Section 8.15 Counterparts. This Agreement may be executed in one or more counterparts,
each of which will be deemed an original and all of which together will constitute one and the same
document. Signature pages may be detached from the counterparts and attached to a single copy of
this Agreement to physically tom one document.

Section 8.16 Disclosure. This Agreement and any other Loan Document may be shared
by CFC with such Persons as shall be required in order to facilitate the issuance of the CREBs,
including, but not limited to, its attorneys, underwriters and investors in the CREBs.

Section 8.17 Schedule 1. Schedule 1 attached hereto is an integral part of this Agreement.
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INWITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed
as of the day and year first above written.

SULPHUR SPRINGS VALLEY
ELECTRIC COOPERATIVE, INC.

(SEAL)

By: \ l  4

Title:

Attest:
Secfefasy

C R E D E N  w .  H U B E F I
CHIEF EXECUTIVE OFFICER

NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE CORPORATION

(SEAL)

By: /Wm Q//QMZM
Assistant Secretary-Treasurer

Attest:

( < 8 ) I

tent Secretary-Treasurer
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SCHEDULE 1

The purpose of this loan is to finance (i) the reimbursement of the cost of the Project of the
Borrower, including any reasonable costs and expenses incurred by the Borrower in
connection with financing the Project, as described and permitted by the terms of the Project
Agreement and (ii) a portion of CFC's costs in issuing the CREBs as set forth in Section
3.02.A.

The Project of the Borrower being financed by the Loan (funded by proceeds of the CREBs)
constitutes the following clean renewable energy facilities:

Universitv of Arizona South District Photovoltaic Solar Automobile Parkinq Shade Structure

This project will place a photovoltaic module that will produce 23 kW of electricity in the shade
structure at the University of Arizona South School. The PV structure will provide electricity to
the school with excess power flowing to the Borrower's system.

Subject to the terms of this Agreement, CFC has agreed to loan to the Borrower from
proceeds of the CREBs_ an amount not to exceed $280,000.00 (the "CFC Commitment").

Draw Period shall mean the period beginning on the Closing Date and ending on the date that
is five (5) years thereafter.

5. The Borrower shall not purchase the LCTCs or any portion thereof with funds from the Loan.
The Borrower shall use its own funds or funds borrowed under another credit facility to
purchase such LCTCs, subject to the CFC policies regarding LCTCs set forth in the following
paragraph.

CFC Policies Regarding LCTCs: (i) Any solvent Member of CFC with an outstanding LCTC
purchased in connection with a loan from the proceeds of Securities may borrow the
outstanding amount of the LCTC from CFC without a further credit review, for a term equal to
or shorter than the maturity of the LCTC at a rate equal to the comparable rate charged by
CFC for similarly classified loans, and (ii) any Member of CFC with an outstanding LCTC
purchased in connection with a loan from the proceeds of Securities may sell such LCTC to
another Member of CFC for consideration.

The Mortgage shall mean the Restated Mortgage and Security Agreement, dated as of
December 6, 2007, between the Borrower and CFC, as it may have been supplemented,
amended, consolidated, or restated from time to time.

The Note executed pursuant hereto is as follows:

The Subsidiaries of the Borrower referred to in Section 2.01.B. are: None

The date of the Borrower's balance sheet referred to in Section 2.01 .H is June 30, 2006.

10. The Borrower's exact legal name is: Sulphur Sprlngs Valley Electric Cooperative, Inc.
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11.

12.

The BorTower's organizational type is: Corporation

The Borrower is organized under the laws of the state of: Arizona

13. The Bonrowel"s organizational identification number is: 0038220-2

14. The place of business or, if more than one, the chief executive office of the Borrower referred
to in Section 2.01 .I is 311 East Wilcox, Sierra Vista, Arizona 85635.

15. The Governmental Authori ty referred to in
Commission

Section 2.01.J. is: Arizona Corporation

16. The address for notices to the Borrower referred to in Section 8.01 is 311 East Wilcox,
Sierra Vista, Arizona 85635, Attention: General Manager, Fax: (520) 384-5223.
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Amount Requested:
Date Of Advance'

Disposition of Funds (wiring instructions):

Certification

AcdngOn behalf of the Borirower, I hereby certify that as of the date below: (1) lam .duly
aiiithorized tb make this certification and to request funds on the terms specifiedherein;
(2)the Borrower has met .allef the .Cenqllttons contained In the. Leah Agreement. and the
Project Agreement listed above eoverhing the rennjsaf. this Advarrr=ethat the Barrrowar is
reerrired te meet Prior to an AdvaNceof funds; (3) alley the.rebreSentatiens andwarranties
ooiitalned in said .Loan Agreement =ah'd Erojeet AgreeMent are true andWill coritiriuétO he
true upon Useef the funds as hereby requested, (4) nO Event ef.Default... . =.Loan

,39i9i?aement or.'the Borrower's Mortgage, has Occurred and is continuing, (5) IkNoW ef Nb
etNeravent lhathas v\thioh;,.with.the lapse .of time and/or nOtllication to CEG et
¢§;Qr§f:.0r after giving effect tO this Advance, would. become an Efvent of Defaultirrider the
l;oerr1Ag3jee|'r1eNt.or.tiie Bonrower's Mortgage; (6) the funds requested herein'Willbeiused

a freirnburrsement .for the purposeS specified in the LoadAgreement and ilére ProjeCt
the . easts to be reimbursed by. the funds reqtiestéd. herein ere.

expenititurées ahd have not previously Been reimbursed tinder a previouS Een.ds leéiiineitfon
. mire . 8) h "Borrower has secured Su!'ficiient funds to .oOmpletethe =F?reject; (9).aNY

rteneSsaNr l:rerrnits..and.approvals required forthe Project at thiS point haverbeeN obtained;
(1Q).tEie isniieintaining a file contaiNing true and correct copiesof inxreices or bills

Ag; ti eele eetéSiine elt which navm¢n.t iesouohf by thig.i§¢8l,;(gg~,;¢; (11)
the Borrower in connection with theliiroject; (12) is

rQ§§¢3féd.hereby to any pnnaeaI. =er=intereet..due
no) no expenditure whim. is trains

eighteen months anarrne rarer at (i) dei§'3°.!l3a
Er trixnsnatane Project" isplaaed bin ne ement.Iater: then

expenditure was said; .a
iéhle latrngaglor of the Frrgorect,new .inarch is beingrequeSted in
Eunds'Requisitidn= Statement as an. advance for certain coritaéenents, how hoe been

under the Loan

Statement, (8) the
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advanced on each component to date, the percentage of each component that is completed
to date, and the purpose of the advance(s) being requested by this Funds Requisition
Statement. ,

I hereby authorize CFC, for and on behalf of the Borrower, to forward this Funds Requisition
Statement to the Trustee for disbursement of the Advance from the Project Account relating
to the above Loan to the Borrower on the following terms, and hereby acknowledge and
agree that such terms shall be binding upon Borrower under the provisions of the Loan
Agreement governing this Advance:

cemned By:

Signature Date Title of Authorized Officer

PLEASE FAX TO 783-709-6776 ATTN: , Associate Vice President

APPROVEDt

NATIONAL RURAL UTILITIES COOPERATIVE FINANCE CORPORATION

By:
Title:
Date:

CFC LOANAG
A2014-A-9049-cB001 (JABLONJ)
117611-2
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EXHIBIT B

BRING-DOWN CERTIFICATE
OF

BORROWER

T h e  u n d e rs i g n e d , ,  d u l y  q u a l i f i e d  o f f i c e r s  o f  S U L P H U R  S P R I N G S
VALLEY ELEC TR I C  C O O PER ATI VE ,  I N C .  ( t he  "Bo r row e l " ) ,  an  A r i zona  co rpo ra t i on ,  he reby  ce r t i f y
as fo l lows:

1. T he  f o l l ow i ng  docum en t s  have  been  du l y  execu t ed ,  and  de l i ve red  o r  accep t ed  i n  t he
name and on behal f  o f  the Borrower by the author i zed of f i cer or  o f f i cers of  the Borrower pursuant  to ,
and in fu l l  compl iance wi th,  authori t y  granted by the Board of  Trustees/Di rectors of  the Borrower

DOCUMENT DATE OTHER PARTY OR PARTIES

Loan Agreement  ( the
"Agreement")

I 2 0 0 Nat ional  Rural  Ut i l i t ies Cooperat ive
F i nance Corpora t i on  ( "CFC")

Project  Agreement  ( the "Project
Agreement " )

8 2 0 0 _

Note ( the "Note") 1 2 0 0 _

2 . Each o f  t he  representa t i ons  and warrant i es  o f  t he  Borrower  i n  t he  Loan Agreement  and
the Project  Agreement  are t rue and correct  on and as of  the date hereof  ( the "C losing Date"), and the
Borrower has compl ied w i th  a l l  agreements  and sat i s f i ed  a l l  cond i t i ons on i t s  par t  t o  be observed or
sat isf ied thereunder at  or prior to the Closing Date.

In  WITNESS WHEREOF,  the unders igned have hereunto set  the i r  s ignatures th is
, 2008 .

d a y  o f

S U L P H U R  S P R I N G S  V A L L E Y  E L E C T R I C
C O O P E R A T I V E ,  I N C .

s B y
Ti t le ;

B y
T i t l e :

CFC LOANAG
AZ014-A-9049-CB001 (JABLONJ)
117611-2
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EXHIBIT C

COMPLETION CERTIFICATE
OF

BORROWER

P u r s u a n t  t o  t h e  L o a n  A g r e e m e n t  d a t e d  a s  o f b y  a n d  b e t w e e n  S U L P H U R
S P R I N G S  V A LLE Y  E LE C T R I C  C O O P E R A T I V E ,  I N C .  ( t he  "B o r row e r " )  and  N a t i ona l  R u ra l  U t i l i t i e s
Coopera t i ve  F i nance  Corpora t i on  ( "CFC")  re l a t i ng  t o  CFC Loan  Num ber  AZ014-A-9049-CB001  ( t he
" L o a n  A g r e e m e n t " ) ,  t h e  u n d e r s i g n e d , ,  d u l y  q u a l i f i e d  o f f i c e r  o f  t h e
Borrower,  hereby cert i f ies as fo l lows:

( i ) O n  [ d a t e  o f  c o m p l e t i o n ]  a l l  p o r t i o n s  o f  t h e  P r o j e c t  ( a s  d e f i n e d  i n  t h e  L o a n
A g r e e m e n t )  h a v e  b e e n  f u l l y  c o m p l e t e d  s u b s t a n t i a l l y  i n  a c c o r d a n c e  w i t h  a n y  p l a n s  a n d
speci f i cat ions therefore,  as then amended,  and

(i i ) A m o u n t  a d v a n c e d  o n  t h e  L o a n  (a s  d e f i n e d  i n  t h e  L o a n  A g re e m e n t )  a n d  t h e
use o f  t he  p rope r t y  f i nanced ,  re f i nanced  o r  re i m bursed  t he re f rom  w i l l  no t  cause  any  o f  t he
representa t i ons  o r  cer t i f i ca t i ons  conta ined i n  t he  Pro jec t  Agreement  (as  de f i ned  i n  t he  Loan
Agreement ) to be unt rue or resul t  in  a v io lat ion of  any covenant  in the Project  Agreement .

In WITNESS WHEREOF,  the undersigned have hereunto set  h is/her s ignature th is
, 20 .

day  o f

S U L P H U R  S P R I N G S  V A L L E Y  E L E C T R I C
C O O P E R A T I V E ,  I N C .

B y
Ti t le :

CFC LOANAG
A2014-A-9049-CB001 (JABLONJ)
117611-2
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EXHIBIT D

TERMINATION CERTIFICATE
OF

BORROWER

"Loan Agreement")

P u r s u a n t  t o  t h e  L o a n  A g r e e m e n t  d a t e d  a s  o f b y  a n d  b e t w e e n  S U L P H U R
S P R I N G S  V A LLE Y  E LE C T R I C  C O O P E R A T I V E ,  I N C .  ( t he  "B o r row er " )  and  N a t i ona l  R u ra l  U t i l i t i e s
Coopera t i ve  F i nance  Corpora t i on  ( "CFC")  re l a t i ng  t o  CFC Loan  Num ber  AZ014-A-9049-CB001 ( t he

,  t h e  u n d e r s i g n e d ,
Borrower,  hereby cert i f ies as fo l lows:

9 d u l y  q u a l i f i e d  o f f i c e r  o f  t h e

( i ) a l l  po r t i ons  o f  t he  P ro j ec t  (as  de f i ned  i n  t he  Loan  Agreem ent )  have  no t  been
ful l y  completed substant ia l l y  in accordance wi th any plans and speci f i cat ions therefor,  as then
a m e n d e d ,

(i i ) no further acquis i t ion,  const ruct ion or insta l la t ion w i l l  occur w i th respect  to the
Pro ject  (as def ined in  the Loan Agreement ) ,  and

(i i i ) t h e Borrower does not intend to request any f u r t her  Advances  (as  de f i ned  i n
the Loan Agreement) on the Loan (as defined in the Loan Agreement ) .

IN WITNESS WHEREOF,  the undersigned have hereunto set  his/her s ignature th is
I  20 .

day of

S U L P H U R  S P R I N G S  V A L L E Y  E L E C T R I C
C O O P E R A T I V E ,  I N C .

B y
Ti t le:

CFC LOANAG
AZ014~A-9049-CB001 (JABLONJ)
117611-2 ,



SECURED PROMISSORY NOTE

$280,000.00 dated as of

SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC., an Arizona corporation
(the "Borrower"), for value received, hereby promises to pay, without setoff, deduction,
recoupment or counterclaim, to the order of NATIONAL RURAL UTILITIES COOPERATIVE
FINANCE CORPORATION (the "Payee"), at its office in Hemdon, Virginia office or such other
location at its office in Hemdon, Virginia or such other location as the Payee may designate to
the Borrower, in lawful money of the United States, the principal sum of TWO HUNDRED
EIGHTY THOUSAND AND 00/100 DOLLARS ($280,000.00), or such lesser sum of the
aggregate unpaid principal amount of all advances made by the Payee pursuant to that certain
Loan Agreement dated as of even date herewith between the Borrower and the Payee, as it
may be amended from time to time (herein called the "Loan Agreement"), and to pay interest on
all amounts remaining unpaid hereunder from the date of each advance in like money, at said
office, at the rate and in amounts and payable on the dates provided in the Loan Agreement
together with any other amount payable under the Loan Agreement. If not sooner paid, any
balance of the principal amount and interest accrued thereon shall be due and payable on the
Maturity Date.

This Note is secured under a Restated Mortgage and Seeurity Agreement, dated of
December 6, 2007, between the Borrower and the Payee, as it may have been or shall be
supplemented, amended, consolidated or restated from time to time ("Mortgage"). This Note is
one of the Notes referred to in, and has been executed and delivered pursuant to, the Loan
Agreement.

The principal hereof and interest accrued thereon and any other amount due under the
Loan Agreement may be declared to be forthwith due and payable in the manner, upon the
conditions, and with the effect provided in the Mortgage or the Loan Agreement.

The Borrower waives demand, presentment for payment, notice of dishonor, protest,
notice of protest, and notice of non-payment of this Note.

IN WITNESS WHEREOF the Borrower has caused this Note to be signed in its corporate
name and its corporate seal to be hereunto affixed and to be attested by its duly authorized
officers, all as of the day and year first above written.

SULPHUR SPRINGS VALLEY
ELECTRIC COOPERATIVE, INC.

(SEAL)
By:

Title:

6 8 W / L ~

97454 >eA7

I

Attest:
SBC-l'l::1al'Y

Loan No. AZ014.A-9050-CB001

CREDEN w. HUBEL
CHIEF EXECUTIVE OFFICER

2

CFC NOTE
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PROJECT AGREEMENT

OF

SULPHUR SPRINGS VALLEYELECTRIC COOPERATIVE,INC.(THE"BORROWER")

DATED: as of /9 9/ aw
The Undersigned is a duly qualified officer of the Borrower named above and, as such

officer, is familiar with (i) the properties, affairs and records of the Borrower, (ii) the issuance of
the Securities (as hereinafter defined) and the use of the proceeds thereof as it relates to the
Borrower and (iii) the Project, as hereinafter defined.

In connection with the issuance of the Clean Renewable Energy Bonds (Cooperative
Renewable Energy Projects) Series 2008A (the "Securities "),being issued by the National Rural
Utilities Cooperative Finance Corporation (the 'Yssuer"), the undersigned hereby certifies and
covenants regarding the use of the proceeds of the Securities advanced to the Borrower, as
follows:

1. General.

1.1 This Project Agreement is made pursuant to Section 54 of the Internal Revenue
Code of 1986, as amended (the "Code"), and any United States Treasury
regulations and other guidance thereunder to make the certifications required by
Section 54 of the Code and any United Stares Treasury regulations and other
guidance thereunder and to establish the reasonable expectations of the Borrower
with respect to the amount and use of amounts to be advanced to the Borrower
pursuant to the Loan Agreement dated as of even date herewith between the
Issuer and the Borrower (the "Loan Agl'eement"). Capitalized terms used herein
are definedwhere they first appear or are defined in Exhibit A attached hereto.

1.2 This Project Agreement is based on facts and estimates in existence on the date
hereof and the continued veracity of these facts and estimates as of the date that
the Securities are issued (the "Closing") will be confirmed by the Borrower on
the date of Closing, and on the basis of such facts and estimates, the Borrower
expects that the events described herein will occur. To the best of the
undersigned's knowledge, information, and belief, the expectations contained in
this Project Agreement are reasonable

1.3 TheBorrower is a Qualified Borrower, as defined in Exhibit A, and is responsible
for the acquiring/constructing/equipping of the Project (defined below). The
undersigned has reviewed this Project Agreement, as well as the provisions of
Section 54 of the Code and any United States Treasury regulations and other
guidance thereunder, with its own legal counsel and understands and is familiar
with this Project Agreement and the provisions of Section 54 and any United
States Treasury regulations and other guidance thereunder. The Borrower will

CFC DOC
AZ014-A-9050-CB001 (JABLONJ)
117522-1
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comply in all respects with the provisions of Section 54 and any United States
Treasury regulations and other guidance thereunder.

1.4 The Borrower agrees to keep and retain or cause to be kept and retained sufficient
records to demonstrate compliance with the covenants in this Project Agreement.
Such records shall include, but are not limited to, basic records relating to the
issuance of the Securities (including this Project Agreement and the inducement
resolution as described in Section 3.3 hereof), documentation evidencing the
expenditure of  amounts advanced to the Borrower pursuant to the Loan
Agreement, documentation evidencing the use of property financed Mth amounts
advanced to the Borrower pursuant to the Loan Agreement, and documentation
evidencing all sources of payment or security maintained by the Borrower for
amounts advanced to the Borrower pursuant to the Loan Agreement. Such
records shall be kept until the date three (3) years after the CREB Maturity Date.

1.5 Neither the Borrower nor any Related Person (as defined in Exhibit A) to the
Borrower will purchase any Securities.

2. Qualified Project.

2.1 The Loan Agreement requires the amounts advanced thereunder to be used for
facilities to be owned by the Borrower, described in more detail in Section 2.2
hereof and in ExhibitB attached hereto as the "Updated Description of the
Project" (the "Project "). The Project was originally described in an exhibit to the
Application for National Clean Renewable Energy Bond Limitation submitted to
the Internal Revenue Service by the Issuer in support of the national clean
renewable energy bond allocation received by the Issuer, which "Original
Description of the Project" is attachedhereto as Exhibit C.

2.2 The Project is a Solar Energy Facility (the "Qualyying Facility"), as defined in
Exhibit A and property functionally related and subordinate thereto, as timrther
described in Exhibit 8, attached hereto.

Clean Renewable Enerszv Bonds Qualification.

3.1 At least 95 percent of the proceeds advanced to the Borrower pursuant to the Loan
Agreement will be used by the Borrower for capital expenditures with respect to
the Project. None of the proceeds of the Loan (as defined in the Loan Agreement)
will be paid to the Issuer, the Borrower or any Related Person to the Issuer or the
Borrower, except for amounts paid to the Borrower to reimburse the Borrower for
actual and direct expenditures relating to die Project paid by the Borrower to
persons other than the Issuer, the Borrower or any Related Person to the Issuer or
the Borrower.

3.2 The Borrower has incurred or will, within six months of the Closing Date, incur a
substantial binding obligation (not subject to contingencies within the control of
the Issuer, the Borrower or any Related Person to either of them) to a third party

CFC DOC
AZ014-A-9050-CB001 (JABLONJ)
117522-1

3.



-1

A

4-

to expend at least ten percent of the Loan Amount (i.e. the total amount to be
advanced to the Borrower pursuant to the Loan Agreement). It is expected that
the work of acquiring/constructing/equipping the Project and the expenditure of
the Loan Amount will proceed with due diligence through November 3, 2008, at
which time it is anticipated that the Loan Amount will have been spent in its
entirety. The Borrower acknowledges that, to the extent that less than 95 percent
of the Loan Amount is expended by a date five years from the date of issuance of
the Securities, the Borrower will be required to prepay its Loan in an amount, and
the Issuer will redeem Securities at the end of such five-year period in an amount,
necessary to maintain the tax credit with respect to the Securities, unless
otherwise permitted by Section 6.5 hereof.

It is expected that all amounts advanced to the Borrower under the Loan
Agreement will be spent to pay costs of the Project in accordance with the
estimated periodic drawdown schedule contained in Exhibit D, attached hereto.
The assumptions set forth in this Section 3.2 and on Exhibit D, attached hereto,
represent Me Borrower's best estimate, as of this date, of the periodic drawdown
schedule of die Loan Amount.

3.3 The Borrower may use amounts advanced to the Borrower under the Loan
Agreement to reimburse itself for expendimres paid prior to the date of issuance
of the Securities. The Borrower shall reimburse itself for expenditures paid prior
to the date of issuance of the Securities only if such expenditure was paid alter the
Borrower adopted an inducement resolution, and the expenditure is described in
such inducement resolution.

The Borrower shall use proceeds of the Loan to reimburse itself for
expenditures paid prior to the date the Securities were issued only if such
reimbursement is made within eighteen months after the later of (i) the date
the expenditure is paid or (ii) the date the Project is placed in service, but in
no event later than three years after the date the original expenditure was
paid

Except for any reimbursement allowed under this Section 3.3, no portion of the
proceeds advanced to the Borrower will be used to pay for expenditures relating
to acquiring existing facilities (as contrasted with costs of enhancements, repair or
rehabilitation of existing facilities)

3.4 Neither the Project nor any portion thereof has been, is expected to be, or will be
sold or otherwise disposed 011 in whole or in part, prior to the last maturity date of
the Securities

3.5 The Borrower has entered into the Loan Agreement of even date hereof under
which it is committed to borrow $280,000 from the Issuer of the Securities and
the Borrower reasonably expects to borrow and expend the full amount of such
commitment

CFC DOC
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3.6 At least 75% of the Loan Amount is expected to be used for Construction
Purposes.

3.7 The Borrower will not use proceeds of the Loan (i) to pre-pay for goods or
services to be received over a period of years prior to the date such goods or
services are to be received, or (ii) to pay for or otherwise acquire goods or
services from an Affiliated Person, as defined inExhibit A.

3.8 The Borrower shall atall times be a Qualified Borrower.

4. Remedial Action.

4.1 The Borrower agrees to operate the Project as a Qualifying Facility.

The Borrower acknowledges that if property financed with proceeds of the
Securities advanced to the Borrower is operated in a manner other than as a
Qualifying Facility such operation may constitute a "deliberate action" that may
require remedial actions to prevent the tax credit being produced by the Securities
Rom being disallowed.

The Borrower shall promptly contact the Issuer as provided in Section 6.3 hereof
if it considers operatingpropertyfinanced with proceeds of the Loan other than as
a Qualifying Facility.

4.2 The Borrower acknowledges that if property financed with proceeds of the Loan
is sold or otherwise disposed of in a manner contrary to the provisions of
Section 3.4 hereof; such sale or disposition may constitute a "deliberate action"
that may require remedial actions to prevent the tax credit being produced by the
Securities &om being disallowed. If the Borrower considers the sale or other
disposition of property financed with proceeds of the Loan, it shall promptly
contact the Issuer, inthemanner set forth in Section 6.3 hereof

5. Funds and Accounts: Investments.

5.1 After the issuance of the Securities, neither the Borrower nor any Related Person
to the Borrower has or will have any property, including cash, securities or any
other property held as a passive vehicle for the production of income or for
investment purposes, that constitutes:

(i) amounts that have a sufficiently direct nexus to the Securities or to
the governmental purpose of the Securities to conclude that the amounts would
have been used for that governmental purpose if the Securities were not used or to
be used for that governmental purpose (the mere availability or preliminary
earmarking of such amounts for a governmental purpose, however, does not itself
establish such a sufficient nexus);

CFC DDC
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(ii) amounts in a debt service fund, redemption fund, reserve fund,
replacement fund or any similar hind to the extent reasonably expected to be used
directly or indirectly to pay principal of or interest on the Securities or any
amounts for which there is provided, directly or indirectly, a reasonable assurance
that the amount will be available to pay principal of or interest on the Securities or
any credit enhancement or liquidity device with respect to the Securities, even if
the Issuer, the Borrower or any Related Person to either of them encounter
financial difficulties; or

(i i i ) any amounts held pursuant to any agreement (such as an agreement
to maintain certain levels of types of assets) made for the benefit of the holders of
the Securities or any credit enhancement provider, including any liquidity device
or negative pledge (e.g., any amount pledged to pay principal of or interest on an
issue held under an agreement to maintain the amount at a particular level for the
direct or indirect benefit of holders of the Securities or a guarantor of the
Securities).

No compensating balance, liquidity account, negative pledge of property held for
investment purposes required to be maintained at least at a particular level or
similar arrangement exists with respect to, in any way, the Securities or any credit
enhancement or liquidity device related to the Securities.

5.2 During the acquiring/constructing/equipping of the Project, the Borrower will
only draw down amounts from the Issuer for capital expenditures already paid by
the Borrower.

5.3 Neither the Borrower nor any Related Person to the Borrower will enter into any
hedge (e.g., an interest rate swap, interest rate cap, fumes contract, forward
contract or an option) with respect to the Loan or the Securities.

5.4 All property subject to the Mortgage is and will be used by the Borrower in the
conduct of its trade or business. The Borrower reasonably expects to repay the
Loan from current operating revenues. The Mortgage does not require that cash,
securities, obligations, annuity contracts or other property held principally as a
passive vehicle for the production of income be maintained, individually or
collectively, at any particular level.

Miscellaneous.

6.1 This Project Agreement shall be governed by and construed in accordance with
the laws of the Commonwealth of Virginia

6.2 Prior to the date 15 days before the Securities were sold, neither the Borrower nor
any Related Person to the Borrower has sold or delivered any obligations that are
reasonably expected to be paid out of substantially the same source of funds as the
Securities. Neither theBorrower nor any Related Person to the Borrower will sell

d
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or deliver within 15 days after the date hereof any obligations that are reasonably
expected to be paid out of substantially the same source of fiends as the Securities.

6.3 All notices provided for herein shall be given or made in writing (including,
without limitation, by telecopy) and delivered to the Issuer at the "Address for
Notices" specified below. All such communications shall be deemed to have
been duly given (i) when personally delivered including, without limitation, by
overnight mail or courier service, (ii) in the case of notice by United States mail,
certified or registered, postage prepaid, return receipt requested, upon receipt
thereof] or (iii) in the case of notice by telecopy, upon transmission thereof
provided Such transmission is promptly confirmed by either of the methods set
forth in clauses (i) or (ii) above in each case given or addressed as provided for
herein. The Address for Notices of the Issuer is as follows:

National Rural Utilities Cooperative Finance Corporation
2201 Cooperative Way
Herndon, Virginia 20171-3025
Attention: Senior Vice President - Member Services
Fax #703-709-6776

6.4 The Borrower represents that it has not been contacted by the Internal Revenue
Service or any issuer of bonds, the proceeds of which were loaned to the
Borrower regarding any examination of any tax exempt bonds issued for the
benefit of the Borrower. To the best of the knowledge of the Borrower, no such
obligations of the Borrower are currently under examination by the Internal
Revenue Service.

6.5 Any restriction or covenant contained herein need not be observed or may be
changed if such nonobservance or change will not result in the loss of any tax
credit under Section 54 of the Code for the purpose of federal income taxation to
which the Securities is otherwise entitled and the Borrower receives an opinion of
Bond Counsel to such effect and the Issuer agrees to such nonobservance or
change.

6.6 If any clause, provision or section of this Project Agreement is ruled invalid by
any court of competent jurisdiction, the invalidity of such clause, provision or
section shall not affect any of the remaining clauses, sections or provisions hereof

6.7 The terms, provisions, covenants and conditions of this Project Agreement shall
bind and inure to the benefit of the respective successors and assigns of the Issuer
and the Borrower.

6.8 This Project Agreement shall terminate on the date three (3) years after the CREB
Maturity Date.
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The undersigned acknowledge that this Project Agreement is given as a basis for an
opinion of the law firm of Chapman and Cutler LLP, Chicago, Illinois, and such firm is hereby
authorized to rely on this Project Agreement.

DATED as of the day and year first above written.

SULPHUR SPRJNGS VALLEY ELECTRIC
COOPERATIVE, INC.

B y 5.58, nr W

Title F~a»l&e§T
l

+
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EXHIBIT A

DEFINITIONS

"Affiliated Person " means any Person that (a) at any time during the six months prior to
the Closing Date, (i) has more than five percent of the voting power of the governing body of the
Issuer or the Borrower in the aggregate vested in its directors, officers, owners, and employees or
(ii) has more than five percent of the voting power of its governing body in the aggregate vested
in directors, officers, board members, owners, members or employees of the Issuer or the
Borrower or (b) during the one-year period beginning six months prior to the Closing Date, (i)
the composition of the governing body of which is modified or established to reflect (directly or
indirectly) representation of the interests of the Issuer or the Borrower (or for which an
agreement, understanding, or arrangement relating to such a modification or establishment
during that one-year period) or (ii) the composition of the governing body of the Issuer or the
Borrower is modified or established to reflect (directly or indirectly) representation of the
interests of such Person (or for which an agreement, understanding, or arrangement relating to
such a modification or establishment during that one-year period).

"Bond Counsel" means Chapman and Cutler LLP or any other nationally recognized
firm of attorneys experienced in the field of municipal obligations whose opinions are generally
accepted by purchasers of municipal obligations.

"Closing Date " means the date the Issuer issues the Securities.

"Code" means the Internal Revenue Code of 1986, as amended.

"Constructed Personal Propertv" means tangible personal property (or, if acquired
pursuant to a single acquisition contract, properties) or Specially Developed Computer Software
if (i) a substantial portion of the property or properties is completed more than six (6) months
otter the earlier of the date construction or rehabilitation commenced and the date the Borrower
entered into an acquisition contract, (ii) based on the reasonable expectations of the Borrower, if
any, or representations of the person constructing the property, with the exercise of due
diligence, completion of construction or rehabilitation (and delivery to the issuer) could not have
occurred within that six-month period; and (iii) if the Borrower itself builds or rehabilitates the
property, not more than 75 percent of the capitalizable cost is attributable to property acquired by
the Borrower (e.g., components, raw materials, and other supplies).

"Construction Purposes " means capital expenditures that are allocable to the cost of Real
Property or Constructed Personal Properly. Except as provided in the next succeeding sentence,
construction expenditures do not include expenditures for acquisitions of interests in land or
other easting real property. Expenditures are not for the acquisition of an interest in existing

real property other than land if the contract between die seller and the Borrower requires the
seller to build or install the property (e.g., a turnkey contract), but only to the extent that the
property has notbeenbuilt or installed at the time the parties enter into the contract.
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Az014-A-9050-CB001 (JABLONJ)
117522- 1



*

"Cone*ol" means the possession, directly or indirectly through others, of either of the
following discretionary and non-ministerial rights or Powers over another entity (i) to approve
and to remove without cause a controlling portion of the governing body of a Controlled Entity,
or (ii) to require the use of funds or assets of a Controlled Entity for any purpose.

"Controlled Entity" means any entity or one of a group of entities that is subject to
Control by a Controlling Entity or group of Controlling Entities.

"Controlled Group " means a group of entities directly or indirectly subject to Control by
the same entity or group of entities, including the entity that has the Control of the other entities.

"Controlling Entity" means any entity or one of a group of entities directly or indirectly
having Control of any entities or group of entities.

"CREB Maturity Date " shall have the meanlmg ascribed to it in the Loan Agreement.

"Governmental Body" means any State, territory, possession of the United States, the
District of Columbia, Indian tribal government, and any political subdivision thereof

"Mortgage" means the mortgage and security agreement applicable to substantially all of
the property of the Borrower.

"Qualified Borrower" means (i) a mutual or cooperative electric company described in
Sections 501(c)(12) or 1381(a)(2)(C) of the Code, or (ii) a Governmental Body (as defined
above)

Real Property" means land and improvements to land, such as buildings or other
inherently permanent structures, including interests in real property, For example, real property
includes wiring in a building, plumbing systems, central heating or air-conditioning systems
pipes or ducts, elevators, escalators installed in a building, paved parking areas, roads, wharves
and docks, bridges, and sewage lines

Related Person " means any member of the same ControlledGroup as the Issuer or the
Borrower and any person related to the Issuer or a Borrower wi thin the meaning of
Section l44(a)(3) of the Code

Solar Energy Facility " means a facility using solar energy to produce electricity

Specially Developed Computer Software" means any programs or routines used to
cause a computer to perform a desired task or set of tasks, and the documentation required to
describe and maintain those programs, provided that the software is specially developed and is
functionally related and subordinate to real properly or other constructed personal property

Tangible Personal Property" means any tangible property other than real property
including interests in tangible personal property. For example, tangible personal property
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includes machinery that is not a structural component of a building, subway cars, fire trucks,
automobiles, office equipment, testing equipment, and furnishings.

I
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EXHIBIT B

UPDATED DESCRIPTION OF THE PROJECT

CFC App l i ca t i on
Bond Proceeds Needed for Project :
Bond Al locat ion Requested and Received:

N o .  20  Su l f u r  Sp r i ngs  Va l l ey  EC ,  I nc .

$280,000
$280,000

Name of Project Val ley Union School  D ist r i c t  Photovol ta ic  Solar
AutOmobi le Parldng Shade Structure

Project Street Address

Phone
Fax
County

Val l ey  Un ion  H igh  Schoo l
4088 Jef ferson Road
E l f r i da ,  AZ  85610
(520)  642-3492
(520) 642-3523
Cochise County

Indiv idual  Name to Contact
Company Name
Street Address
City,  Stare,  Zip
Telephone Number
Fax

Jack  B la i r
Sulphur Springs Val ley Elect r ic Cooperat ive,  Inc.
311  E .  W i l cox  D r i ve
Sierra Vista,  AZ 85635
(520)  515-3470
( 5 2 0 ) 4 5 8 - 3 4 6 7

Updated Detai led Descript ion of  the Project :

A cant i levered shade st ructure at  a school  on the top of  which wi l l  be const ructed a 23kW solar
pho t ovo l t a i c  sys t em  t o  supp l y  power  t o  t he  schoo l .  Excess  power  w i l l  f l ow  on  t o  t he  SSVEC
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EXHIBIT C

ORIGINAL DESCRIPTION OF THE PROJECT

[COPY oF Exumlr A To ISSUER A1>pucAT1on To THE IRS]
CLEAN RENEWABLE ENERGY Bonds APPLICATION

EXHIBIT A

SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC.

VALLEY UNION School. D1sTR1cT PHOTOVOLTAIC SOLAR SHADE STRUCTURE

T h i s  p ro j ec t  w i l l  p l ace  a  pho t ovo l t a i c  m odu l e  cos t i ng  $280 , 000 ,  t ha t  w i l l  p roduce  23  kW  o f
e l e c t r i c i t y  i n  t h e  sh a d e  s t ru c t u re s  i n  t h e  o n e  V a l l e y  U n i o n  S ch o o l  D i s t r i c t  s ch o o l .  T h e  P V
structure wi l l  provide elect r ici ty to the respect ive school  at  no charge.  There wi l l  also be a cable
connec t i on  t o  a  com pu t e r  i n  t he  l i b ra ry  o f  each  schoo l  t o  show  s t uden t s  how  t he  sys t em  i s
work i ng .

This project  is the ident ical  project  that  Navopache Elect r ic Cooperat ive in Arizona bui l t  in 2001
that  cont inues to  f i c t i on w i th  no i ssues/prob lems.

SSVEC wi l l  operate and maintain t he s tnxcture.  Any excess power produced w i l l  f l ow back to
the SSVEC gr i d .

The PV st ructures a t  t he schools  w i l l  s ign i f i cant l y  reduce the i r  e lect r i c  b i l l s ,  which have been
disproport ionately large due to the per meter monthly surcharges mandated by the Envi ronmental
Port fo l io  Program (EPP),  and approved by the Ar izona Corporat ion Commission.  A l l  customers
pay the EPP fees to  SSVEC,  wh ich  uses them to  f und renewable  energy pro jec t s .  S ince each
schoo l  has  many meters ,  t hey  pay t he  EPP a  d i spropor t i onate l y  l a rge  amount  o f  do l l a rs .  The
benef i t  of  reduced elect ric bi l ls wi l l  of fset  thei r payments into the i i rnd.

The RFP i ssued by Su l fur  Spr ings Va l l ey  E lect r i c  Cooperat i ve  fo l l ows.
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SULPHUR SPRINGS VALLEY ELECTR1C COOPERATIVE, INC.
A TOUCHSTONE ENERGY® COOPERATIVE

For THE ELECTRIC COOPERATIVES INTHE STATE oF ARIZONA

REQUEST
A

PROPOSAL

For

A PHOTOVOLTAIC SYSTEM
USED FOR

SHADE STRUCTURES
F o r

PUBLIC BUILDINGS

Issuer: AUGUST 1.2005

Narrative: The Electric Cooperatives in Arizona (Duncan Valley EC, Graham County
EC, Mohave EC, Navopache EC, Sulphur Springs Valley EC, Trice EC and Arizona Electric
Power Cooperative, Inc.) request a proposal for a modular designed system to supply a 10 kW to
30 kW Photovoltaic (PV) system. System size is relative to the space available for the PV panels
on each site. System may consist of multiple free standing modules interconnected to meet the 10
to 30 kW size requirement. Modules to be used as free standing carports or tree standing covers
for walkways to provide shade. These systems are to be used at public buildings to increase the
awareness of PV systems and operations and systems will be sized based on the available space
Base pricing for 10, 15, 20, 25, and 30 kW systems are requested (systems may be rounded to the
nearest kw increment). The interconnection cost Bom the PV system to nearest distribution
panel will be on a case by casebasis due to the variation in sites. This RFP is not all-inclusive
and contractor may include other specifications or requirements they feel are necessary for a
successful venture

This RFP is released on August 1, 2005 and response must be in a written proposal by
October 1, 2005. For questions or clarification of details please contact Albert Gomez (520-515
3473) or David Bane (520-515-3472)

SCOPE OF WORK -THE CONTRACTOR WILL BE RESPONSIBLE FOR THE FOLLOWING

Structural design of the supporting PV structures (carport and walkway)
One line circuit diagrams for approval by local Cooperative's engineering department
Complete wiring diagrams (to be included in owner manual)
Isolation transformers as needed to meet the NEC
Purchase and installation of all components
Systems test period of 4-6 weeks prior to transfer of title of equipment to site owner
Any required Permits (Cooperative will reimburse actual cost of permits)
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Inverter must disconnect in mc event gad power is lost
Lockable safety switch located between the inverter and meter socket

TRAINING REQUIREMENTS :

The Contractor will prov ide suff icient time with the site owner to explain how to
disconnect the system, locate inverter, identify all junction boxes between the modules, and
identify any system warning lights or displays. Contractor will also provide system manual with
basic operating instructions and all the associated warranty information and manufacturer
contacts listed.
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EXHIBITD

MONTHLY DRAWDOWN SCHEDULE OF AMOUNTS TO BE ADVANCED TO THE

BORROWER PURSUANT To THE LOANAGREEMENT

DATE on WHICH PROCEEDS ARE
EXPECTED To BE EXPENDED

AMOUNTS OF PROCEEDS TO BE
EXPENDED

November 3, 2008 $280,000
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SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC.

To

NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE CORPORATION

Issuer

LOAN AGREEMENT

Dated asof I99/. 2002

Clean Renewable Energy Bonds
(Cooperative Renewable Energy Projects) Series 2008A

of NationaI Rural Utilities Cooperative Finance Corporation
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LOAN AGREEMENT

("Borrower"),
corporation organized and existing under the laws of the State of Arizona and NATIONAL RURAL
UTILITIES COOPERATIVE FINANCE CORPORATION ("CFC"), a cooperative association
organized and existing under the laws of the District of Columbia.

LOAN AGREEMENT (this "Agreement") dated as of
between SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC.

I

a

RECITALS

WHEREAS, the Borrower has applied to CFC for a loan for the purposes set forth in
Schedule 1 hereto, and CFC is willing to make such a loan to the Borrower on the terms and
conditions stated herein, and

WHEREAS, the Borrower has agreed to execute a promissory note to evidence an
indebtedness in the aggregate principal amount of the CFC Commitment (as hereinafter defined).

now, THEREFORE, for and in consideration of the premises and the mutual covenants
hereinafter contained, the parties hereto agree and bind themselves as follows:

ARTICLE I

DEFINITIONS

Section 1.01 For purposes of this Agreement, the following capitalized terms shall have the
following meanings (such definitions to be equally applicable to the singular and the plural form
thereof). Capitalized terms that are not defined herein shall have the meanings as set forth in the
Mortgage.

"Accounting Requirements" shall mean any system of accounts prescribed by a federal
regulatory authority having jurisdiction over the Borrower or, in the absence thereof, the requirements
of GAAP applicable to businesses similar to that of the Borrower.

"Advance"shall mean each advance of funds by CFC to the BolTower pursuant to the terms
and conditions of this Agreement, including the Initial Advance and the Primary Advance.

"Authorized Officer of the Borrower" means the Chairman, General Manager or Chief
Financial Officer of the Borrower or any other person authorized by the Board of the Borrower so to
act or any other person performing a function similar to the function performed by any such officer or
authorized person. '

"Average DSC Ratio"shall mean the average of the Borrower's two highest annual DSC
Ratios during the most recent three calendar years.

Bond Counsel" means an attorney at law or a firm of attorneys (designated by CFC and
acceptable to the Trustee) of nationally recognized standing in matters pertaining to the tax-exempt
nature of interest or tax credits on bonds issued by states and their political subdivisions, duly
admitted to the practice of law before the highest court of any state of the United States of America

CFC LOANAG
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"Business Day" shall mean any day that both CFC and the depository institution CFC
utilizes for funds transfers hereunder are open for business.

"CFC Commitment" shall have the meaning as defined in Schedule 1,
4

"CFC CREB Rate" shall mean the interest rate charged by CFC for loans made by CFC from
proceeds of the CREBs which rate shall not exceed one hundred and fifty basis points (150/100 of
1%) per annum.

"Closing Date" shall mean the date CFC issues the CREBs.

"Code" shall mean the Internal Revenue Code of 1986, as supplemented and amended.

"Completion Certificate" shal l  mean the cert i f icate of  the Borrower required by
Section 5.01.P of this Agreement, substantially in the tom of Exhibit C hereto.

"CREBs" shall mean the series of Securities issued by CFC to provide financing for the
Project.

"CREB Maturity Date" shall mean the maturity date of the CREBs, which shall be the
December 15th prior to the Maximum CREB Term Anniversary Date.

"Debt Service Coverage ("DSC") Ratio" shall mean the ratio determined as follows: for any
calendar year add (i) Operating Margins, (ii) Non-Operating Margins-Interest, (iii) Interest Expense,
(iv) Depreciation and Amortization Expense, and (v) cash received in respect of generation and
transmission and other capital credits, and divide the sum so obtained by the sum of all payments of
Principal and Interest Expense required to be made during such calendar year, provided, however,
that in the event that any amount of Long-Term Debt has been refinanced during such year, the
payments of Principal and Interest Expense required to be made during such year on account of
such refinanced amount of Long-Term Debt shall be based (in lieu of actual payments required to be
made on such refinanced amount of Long-Term Debt) upon the larger of (i) an annualization of the
payments required to be made with respect to the refinancing debt during the portion of such year
such refinancing debt is outstanding or (ii) the payment of Principal and Interest Expense required to
be made during the following year on account of such refinancing debt.

"Default Rate" shall mean a rate per annum equal to one hundred and fifty basis points
(150/100 of 1%).

"Depreciation and Amortization Expense" shal l  mean an amount consti tut ing the
depreciation and amortization of the Borrower computed pursuant to Accounting Requirements.

Determination of Tax Credit Ineligibility" shall mean a determination that a particular
series of Securities does not qualify for a tax credit for the owner thereof under Section 54 of the
Code, which determination shall be deemed to have been made upon the occurrence of the fist to
occur of the following

(a) the date on which CFC determines that there is a significant likelihood that a
particular series of Securities may not qualify for a tax credit, if  such determination is
supported by a written opinion of Bond Counsel to that effect, or

CFC LOANAG
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(b) the date on which CFC shall receive notice in writing that the Trustee has been
advised by the owner of any Security that a particular series of Securities does not qualify for
a tax credit for the owner thereof, based upon a final determination made either by: (A) the
Internal Revenue Service in a published or private ruling or technical advice memorandum or
(B) any court of competent jurisdiction in the United States of America, as a result of a failure
by CFC or any borrower to observe any agreement or representation in the Tax Compliance
Agreement or a Loan Agreement or Project Agreement relating to the proceeds of the
Securities. Any such determination will not be considered final for this purpose unless the
Owner of the Securities involved in the proceeding or action resulting in the determination (i)
gives CFC and the Trustee prompt written notice of the commencement thereof and (ii) if
CFC agrees to pay all expenses in connection therewith and to indemnify such Owner of the
Securities against all liabilities in connection therewith, offers CFC an opportunity to contest
the determination, either directly or in the name of the Owner of the Securities, and until
conclusion of any review, if sought.

"Distributions" shall mean, with respect to the Borrower, any dividend, patronage refund,
patronage capital retirement or cash distribution to its members, or consumers (including but not
limited to any general cancellation or abatement of charges for electric energy or services furnished
by the Borrower). The term "Distribution" shall not include (a) a distribution by the Borrower to the
estate of a deceased patron, (b) repayment by the Borrower of a membership fee upon termination of
a membership, or (c) any rebate to a patron resulting from a cost abatement received by the
Borrower, such as a reduction of wholesale power cost previously incurred.

"Draw Perlod" shall have the meaning as described in Schedule 1 hereto.

"Environmental Laws" shall mean all laws, rules and regulations promulgated by any
Governmental Authority, with which Borrower is required to comply, regarding the use, treatment,
discharge, storage, management, handling, manufacture, generation, processing, recycling,
distribution, transport, release of or exposure to any Hazardous Material.

"Equity" shall mean the aggregate of the Borrower's equities and margins computed
pursuant to Accounting Requirements.

"Event of Default" shall have the meaning as described in Article VI hereof.

"Funds Requisition Statement" shall mean the certificate of the Borrower,. in the form set
forth as Exhibit A to this Agreement, by which the Borrower will obtain an advance of funds from CFC
under the Loan.

"GAAP" shall mean generally accepted accounting principles set forth in the opinions and
pronouncements of the Accounting Principles Board and the American institute of Certified Public
Accountants and statements and pronouncements of the Financial Accounting Standards Board.

"Governmental Authority" shall mean the government of the United States of America, any
other nation or government, any state or other political subdivision thereof, whether state or local,
and any agency, authority, instrumentality, regulatory body, court or other entity exercising executive,
legislative, judicial, taxing, regulatory or administrative Powers or functions of or pertaining to
government.

"Hazardous Material" shall mean any (a) petroleum or petroleum products, radioactive
materials, asbestos-containing materials, polychlorinated biphenyls, lead and radon gas, and (b) any
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other substance designated as hazardous or toxic or as a pollutant or contaminant under any
Environmental Law.

"Indenture"shall mean the Indenture between CFC and U.S. Bank Trust Company National
Association, relating to the first issue of Securities, pursuant to which the Securities, including the
CREBs are issued, as supplemented and amended.

"Initial Advance" shall mean the Advance made by CFC on the Closing Date pursuant to
Section 3.02.A hereof to fund a portion of CFC's costs in issuing the CREBs attributable to the CFC
Commitment, including, but not limited to, original issue discount, underwriting discount and other
costs of issuance, including, without limitation, rating agency costs and legal, underwriting and
Trustee expenses.

"Interest Expense" shall mean an amount constituting the interest expense with respect to
Long-Term Debt of the Borrower computed pursuant to Accounting Requirements. In computing
Interest Expense, there shall be added, to the extent not otherwise included, an amount equal to 33-
1/3% oftheexcess of Restricted Rentals paid by the Borrower over 2% of the Borrower's Equity.

"Lien" shall mean any statutory or common law consensual or non~consensual mortgage,
pledge, security interest, encumbrance, lien, right of set off, claim or charge of any kind, including,
without limitation, any conditional sale or other title retention transaction, any lease transaction in the
nature thereof and any secured transaction under the Uniform commercial Code.

"Loan" shall mean the loan made by CFC to the Borrower, pursuant to this Agreement and
the Note, in an aggregate principal amount not to exceed the CFC Commitment.

"Loan Capital Term Certificate" or "LCTC" shall mean a certificate, or book entry form of
account, evidencing the Borrower's purchase ofequity in CFC.

"Loan Documents" shall mean this Agreement, the Note, the Mortgage, the Project
Agreement and all other documents or instruments executed, delivered or executed and delivered by
the BolTower and evidencing, securing, governing or otherwise pertaining to, the Loan.

"Long-Term Debt" shall mean an amount constituting the long-term debt of the Borrower
computed pursuant to Accounting Requirements.

Maturity Date" shall mean the Payment Date immediately prior to the CREB Maturity Date
permitted for the CREBs under Section 54(e)(2) of the Code as in effect on the Closing Date

Maximum CREB Term Anniversary Date" shallmean the anniversary of the Closing Date
that occursat the maximum term permitted for the CREBs underSection 54(e)(2) of the Code as in
effect on the Closing Date

Mortgage"shall have the meaning as described in Schedule 1 hereto

MortgagedProperty" shall have themeaning ascribedto it in the Mortgage

Non-Operating Margins-Interest" shall mean the amount representing the interest
component of non-operating margins of the Borrower computed pursuant to Accounting
Requirements
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"Note" shall mean the secured promissory note, payable to the order of CFC, executed by
the Borrower, dated as of even date herewith, pursuant to this Agreement as identified on Schedule
1 hereto and shall include any substitute note or modification thereto.

"Obligations" shall mean any and all liabilities, obligations or indebtedness owing by the
Borrower to CFC, of any kind or description, inspective of whether for the payment of money,
whether direct or indirect, absolute or contingent, due or to become due, now existing or hereafter
arising.

"Operating Margins" shall mean the amount of patronage capital and operating margins of
the Borrower computed pursuant to Accounting Requirements.

"Payment Date" shall mean the first (1st) day of each of March, June and September and
December.

"Payment Notice" shall mean a notice furnished by CFC to the Borrower that indicates the
amount of each payment of interest or interest and principal and the total amount of each payment
due.

"Permitted Encumbrances" shall have the meaning ascribed to it in the Mortgage.

"Person" shall mean natural persons, cooperatives, corporations, limited liability companies,
limited partnerships, general partnerships, limited liability partnerships, joint ventures, associations,
companies, trusts or other organizations, irrespective of whether they are legal entities, and
Governmental Authorities.

"Primary Advance" shall mean the Advance made by CFC to the Borrower pursuant to
Section 3.02.B hereof two Business Days after the Closing Date to reimburse Borrower for costs of
the Project.

"PrincipaI" shall mean the amount of principal billed on account of Long-Term Debt of the
Borrower computed pursuant to Accounting Requirements.

"Project" shall mean the project being financed pursuant to the Loan, as further described in
Schedule 1.

"Project Account" means an account created pursuant to the Indenture within the Project
Fund related to the CREBs.

"Project Agreement" shall mean the Project Agreement, dated as of even date herewith,
executed by the Borrower with respect to the Project and the CREBs.

"Project Fund" means the Project Fund created and identified as such in the Indenture.

"Restricted Rentals" shall mean all rentals required to be paid under finance leases and
charged to income, exclusive of any amounts paid under any such lease (whether or not designated
therein as rental or additional rental) for maintenance or repairs, insurance, taxes, assessments,
water rates or Similar charges. For the purpose of this definition the tem "finance lease" shall mean
any lease having a rental term (including the term for which such lease may be renewed or extended
at the option of the lessee) in excess of three (3) years and covering property having an initial cost in
excess of $250,000 other than automobiles, trucks, trailers, other vehicles (including~ without

Lr
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limitation aircraft and ships), office, garage and warehouse space and office equipment (iriciuding
without limitation computers).

"Securities" shall mean one or more series of clean renewable energy bonds issued by CFC
under the Indenture.

"Subsidiary" as to any Person, shall mean a corporation, partnership, limited partnership,
limited liability company or other entity of which shares of stock or other ownership interests having
ordinary voting power (other than stock or such other ownership interests having such power only by
reason of the happening of a contingency) to elect a majority of the board of directors or other
managers of such entity are at the time owned, or the management of which is otherwise controlled,
directly or indirectly through one or more intermediaries, or both, by such Person. Unless otherwise
qualified, all references to a "Subsidiary" or to "Subsidiaries" In this Agreement shall refer to a
Subsidiary or Subsidiaries of the Borrower.

"Tax Compliance Agreement" means a tax compliance certificate and agreement of CFC
with respect to a series of Securities, as accepted by the Trustee, as amended.

"Termination Certificate" shal l  mean the cert i f i cate of  the Borrower requi red by
Section 5.01.Q of this Agreement, substantially in the form of Exhibit D hereto.

"TotaI Assets" shall mean an amount constituting the total assets of the Borrower computed
pursuant to Accounting Requirements.

"Total Utility Plant" shall mean the amount constituting the total utility plant of the Borrower
computed pursuant to Accounting Requirements.

"Trustee" shall mean U.S. Bank Trust Company National Association and its successors and
assigns.

ARTICLE ll

REPRESENTATIONS AND WARRANTIES

Section 2.01 The Borrower represents and warrants to CFC that as of the date of this
Agreement:

A. Good Standing. The Borrower is duly organized, validly existing and in good
standing under the laws of the jurisdiction of its incorporation or organization, is duly qualified to do
business and is in good standing in those states in which it is required to be qualified to conduct its
business. The Borrower is a member in good standing of CFC.

B. Subsidiaries and Ownership. Schedule 1 hereto sets forth a complete and accurate
list of the Subsidiaries of the Borrower showing the percentage of the Borrower's ownership of the
outstanding stock, membership interests or partnership interests, as applicable, of each Subsidiary.

Authority; Validity. The Borrower has the power and authority to enter into this
Agreement, the Note, the Project Agreement and the Mortgage, to make the borrowing hereunder, to
execute and deliver all documents and instruments required hereunder and to incur and perform the
obligations provided for herein, in the Note, in the Project Agreement and in the Mortgage, all of
which have been duly authorized by all necessary and proper action, and no consent or approval of
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any Person, including, as applicable and without limitation, members of the Borrower, which has not
been obtained is required as a condition to the validity or enforceability hereof or thereof.

l

Each of this Agreement, the Note, the Project Agreement and the Mortgage is, and when fully
executed and delivered will be, legal, valid and binding upon the Borrower and enforceable against
the Borrower in accordance with i ts terms, subject to appl icable bankruptcy, insolvency,
reorganization, moratorium or other laws affecting creditors' rights generally and subject to general
principles of equity.

D. No Conflicting Agreements. The execution and delivery of the Loan Documents
and performance by the Borrower of the obligations thereunder, and the transactions contemplated
hereby or thereby, will not: (i) violate any provision of law, any order, rule or regulation of any court or
other agency of government, any award of any arbitrator, the articles of incorporation or by-laws of
the Borrower, or any indenture, contract, agreement, mortgage, deed of trust or other instrument to
which the Borrower is a party or by which it or any of its property is bound, or (ii) be in conflict with,
result In a breach of or constitute (with due notice and/or lapse of time) a default under, any such
award, indenture, contract, agreement, mortgage, deed of trust or other instrument, or result in the
creation or imposition of any Lien (other than contemplated hereby) upon any of the property or
assets of the Borrower.

The Borrower is not in default in any material respect under any agreement or instrument to which it
is a party or by which it is bound and no event or condition exists which constitutes a default, or with
the giving of notice or lapse of time, or both, would constitute a default under any such agreement or
instrument.

E. Taxes. The Borrower, and each of its Subsidiaries, has filed or caused to be filed all
federal, state and local tax returns which are required to be tiled and has paid or caused to be paid
all federal, state and local taxes, assessments, and governmental charges and levies thereon,
including interest and penalties to the extent that such taxes, assessments, and govemmerital
charges and levies have become due, except for such taxes, assessments, and govemmentaf
charges and levies which the Bon'ower or any Subsidiary is contesting in good faith by appropriate
proceedings for which adequate reserves have been set aside.

F. Licenses and Permits. The Borrower has duly obtained and now holds at! licenses,
permits, certifications, approvals and the like necessary to own and operate its property and business
that are required by Governmental Authorities and each remains valid and in full force and effect.

G. Litigation. There are no outstanding judgments, suits, claims, actions or proceedings
pending or, to the knowledge of the Borrower, threatened against or affecting the Borrower, its
Subsidiaries or any of their respective properties which, if adversely determined, either individually or
collectively, would haven material adverse effect upon the business, operations, prospects, assets,
liabilities or financial condition of the Borrower or its Subsidiaries. The Borrower and its Subsidiaries
are not, to the Borrower's knowledge, in default or violation with respect to any judgment, order, writ,
injunction, decree, rule or regulation of any Governmental Authority which would have a material
adverse effect upon the business, operations, prospects, assets, liabilities or financial condition of the
Borrower or its Subsidiaries.

H. Financial Statements. The balance sheet of the Borrower as at the date identified in
Schedule 1 hereto, the statement of operations of the Borrower for the period ending on said date,
and the interim financial statements of the Borrower, all heretofore furnished to CFC, are complete
and correct. Said balance sheet fairly presents the financial condition of the Borrower as at said date

U
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and said statement of operations fairly reflects its operations for the period ending on said date. The
Borrower has no contingent obligations or extraordinary forward or long-term commitments except as
specifically stated in said balance sheet or herein. There has been no material adverse change in
the financial condition or operations of the Borrower from that set forth in said financial statements
except changes disclosed in writing to CFC prior to the date hereof.

I. Borrower's Legal Status. Schedule 1 hereto accurately sets forth: (i) the Borrower's
exact legal name, (ii) the Borrower's organizational type and jurisdiction of organization, (iii) the
Borrower's organizational identification number or accurate statement that the Borrower has none,
and (iv) the Borrower's place of business or, if more than one, its chief executive office as well as the
Borrower's mailing address if different.

J. Required Approvals. Other than the CREBs allocation received from the Internal
Revenue Service, no license, consent or approval of any Governmental Authority is required to
enable the Borrower to enter into this Agreement, the Project Agreement, the Note and the
Mortgage, or to perform any of its Obligations provided for in such documents, including without
limitation (and if applicable), that of any state public utilities commission, any state public service
commission, and the Federal Energy Regulatory Commission, except as disclosed in Schedule 1
hereto, all of which the Borrower has obtained prior to the date hereof.

K. Compliance With Laws. The Borrower and each Subsidiary is in compliance, in all
material respects, with all applicable requirements of law and all applicable rules and regulations of
each Governmental Authority.

To the Borrowerls knowledge, information and belief,
Agreement nor any document, certificate or financial statement furnished to CFC by or on behalf of
the Borrower in connection herewith (all such documents, certificates and financial statements, taken
as a whole) contains any untrue statement of a material fact or omits to state any material fact
necessary in order to make the statements contained herein and therein not misleading.

L. Disclosure. neither this

M. No Other Liens. As to property which is presently included in the description of
Mortgaged Property, the Borrower has not, without the prior written approval of CFC, executed or
authenticated any security agreement or mortgage, or tiled or authorized any financing statement to
be filed with respect to assets owned by it, other than security agreements, mortgages and financing
statements in favor of CFC, except as disclosed in writing to CFC prior to the date hereof or relating
to Permitted Encumbrances.

n . Environmental Matters. Except as to matters which individually or in the aggregate
would not have a material adverse effect upon the business or financial condition of the Borrower or
its Subsidiaries, (i) Borrower is in compliance with all Environmental Laws(including, but not limited
to, having any required permits and licenses), (ii) there have been no releases (other than releases
remediated in compliance with Environmental Laws) from any underground or aboveground storage
tanks (or piping associated therewith) that are or were present at the Mortgaged Property, (iii)
BolTower has not received written notice or claim of any violation of any Environmental Law, (iv)
there is no pending investigation of Borrower in regard to any Environmental Law, and (v) to the best
of Borrower's knowledge, there has not been any release or contamination (other than releases or
contamination remediated in compliance with Environmental Laws) resulting from the presence of
Hazardous Materials on property owned, leased or operated by the Borrower

Project Agreement. As set forth in the Project Agreement, the Project constitutes "a
qualified project" as defined in Section 54(d)(2)(A) of the Code. As set forth in the Project Agreement
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the Borrower constitutes currently, and will remain through the period that the CREBs remain
outstanding, "a Qualified Borrowed"', meaning a (i) mutual or cooperative electric company described
in Sections 501(c)(12) or 1381(a)(2)(C) of the Code, or (ii) a Governmental Body, which is defined as
any state, territory possession of the U.S., the District of Columbia, indian tribal government, and any
political subdivision thereof. The statements, information and descriptions contained in the Project
Agreement are true, correct and complete, and do not contain any untrue statement or misleading
statement of a material fact, and do not omit to state a material fact required to be stated therein or
necessary to make the statements, information and descriptions contained therein, in the light of the
circumstances under which they were made, not misleading, and the estimates and the assumptions
contained in MeProject Agreement are reasonable and based on the best information available to
the Borrower.

ARTICLE Ill

LOAN

Section 3.01 Definitions. For purposes of this Article 3, the following capitalized terms shall
have the following meanings:

"Borrower's Annual Bond Repayment Amount" shall mean the amount determined by
dividing the CFC Commitment by the number of years fromthe Closing Date to the Maximum CREB
Term AnniversaryDate, which amount shall be recalculated on the date CFC rescinds any excess
moneyspursuant to Section3.05 or3.06 hereof.

"Quarterly Bond Deposit Amount" shall mean for each Payment Date, the amount
determined by subtracting from the QuarterlyBondRepayment Amount the principal amount payable
by the Borrower pursuant to Section 3.03.A(ii)(b)(1) on such Payment Date.

"Quarter Bond Repayment Amount" shall mean one-fourth (W) of the Borrower's Annual
Bond Repayment Amount.

Section 3.02 Advances. The obligation of the Borrower to repay the Advances shall be
evidenced by the Note; The aggregate amount of all Advances made hereunder shall not exceed the
CFC Commitment. At the end of the Draw Period, CFC shall have no further obligation to make
Advances.

A. Initial Advance. Borrower hereby agrees that on the Closing Date, CFC shall
automatically, and without action by Borrower, make the Initial Advance. On the Closing Date, CFC
shall notify Borrower of the final amount of the Initial Advance and the amount of the CFC
Commitment remaining for Borrower to subsequently Advance,

B. Subsequent Advances.

(i) The Borrower may submit a request for the Primary Advance to CFC in writing (which
may be submitted by facsimile) no later than 12:00 noon local time at CFC's offices in
Herndon, Virginia seven Business Days prior to the Closing Date. The Primary
Advance may be requested in any amount up to the CFC Commitment. CFC shall
make the Primary Advance two Business Daysafter the Closing Date in the lesser of
(i) the aggregate amount of such requested Primary Advance, and (ii) the amount of
the CFC Commitment less the amount of the Initial Advance.
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Except as set forth in 3.02.A and 3.o2.B(i) hereof, the Borrower shall submit its
request for an Advance to CFC in writing (which may be submitted by facsimile) no
later than 12:00 noon local time at CFC's offices in Herndon, Virginia at least two (2)
Business Days prior to the last Business Day of any calendar month. Borrower may
make multiple requests for Advances during any calendar month in any amount so
long as the aggregate amount of all Advances requested in such month is in an
amount not less than $100,000.00, provided, however that at such time as there
remains less than $100,000.00 available for Advance hereunder, Borrower may
request the entirety of such remaining amount. CFC shall make a single Advance to
Borrower on the first Business Day of the calendar month following Borrower's
request(s) for an Advance. Such Advance shall be in the aggregate amount of all
Advances requested by Borrower in the prior month, provided however that at such
time as there remains less than $100,000.00 available for Advance hereunder and
Borrower requests the entirety of such remaining amount, CFC shall Advance the
entirety of such remaining amount.

Section 3.03 Interest Rate and Payment. The Note shall be payable and bear interest as
follows:

Payments; Maturity; Amortization.

(i) The Note shall be due and payable on the Maturity Date.

(ii) On each Payment Date, the Borrower shall promptly pay the following:

(a) accrued interest on the principal amount of the Loan outstanding less the amount
of the Initial Advance, and

(b) the Quarterly Bond Repayment Amount, consisting of:

(1) the principal amount due on any outstanding Advances, determined on the
basis of a quarterly amortization schedule from the date of each Advance,
and

(2) the Quarterly Bond Deposit Amount.

(iii) If not sooner paid, any amount due on account of the unpaid principal, interest
accrued thereon and fees, if any, shall be due and payable on the Maturity Date.

(iv) Each Advance shall amortize on a level principal payment basis from the date thereof
through the Maturity Date

(v) CFC will furnish to the Borrower a Payment Notice at least ten (10) days before each
Payment Date, provided, however, that CFC's failure to send a Payment Notice shall not constitute a
waiver by CFC or be deemed to relieve the Borrower of its obligation to make payments as and when
due as provided for herein

(vi) No provision of this Agreement or of any Note shall require the payment, or permit the
collection, of interest in excess of the highest rate permitted by applicable law
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Borrower agrees that the records of and ail computations by, CFC (in whatever media they are

Amount due on the Loan shall be conclusive in the absence of manifest error.
recorded or maintained) as to the amount of principal interest fees and Quarterly Bond Deposit

B. Application of Payments. Each payment shall be applied to the Loan, first to any
fees, costs, expensesor charges other than interest or principal, second to interest accrued, third to
the Quarterly Bond DepositAmountand the balance to principal.

c . Application of Bond Repayment Deposit. At such time as the aggregate amount
billed by CFC in any calendar year on account of amortized principal under this Agreement exceeds
the Borrower's Annual Bond Repayment Amount for such year, CFC shall apply a portion of the
Borrower's prior payments of the Quarterly Bond Deposit Amount in the amount of such overage to
principal then due. Until such time, Borrower's payments of the Quarterly Bond Deposit Amount shall
not reduce the amount of principal outstanding and subject to amortization. Any amount paid by the
Borrower under this Agreement on account of the Quarterly Bond Deposit Amount in excess of the
principal amount of the fully advanced Loan shall be refunded to the Borrower on the Maturity Date.

D. Interest Rate Computation. Each Advance except the Initial Advance shall bear
interest at the CFC CREB Rate which shall apply until the Maturity Date. The Initial Advance shall
not bear interest. Interest on Advances shall be computed on the basis of a 30-day month and 360-
day year.

Section 3.04. Extraordinary Obligation to Prepay. Upon a Determination of Tax Credit
Ineligibility that subjects the CREBs to an extraordinary mandatory redemption due to a failure of the
Borrower to observe any agreement or representation in this Loan Agreement (as more particularly
described in paragraph (b) of the defined term "Determination of Tax Credit Ineligibility"), the
Borrower shall prepay the Loan, or such part thereof as determined by CFC, at such times and in
such amounts as determined by CFC within sixty (60) days of such determination together with a
prepayment premium prescribed by CFC pursuant to its policies of general application in effect from
time to time.

Section 3.05. Rescission of Excess Moneys, Fee. If the Borrower has not drawn down
the full amount of the CFC Commitment at (i) the time of filing the Completion Certificate under
Section 5.01 P. hereof, (ii) the time of filing the Termination Certificate under 5.01 Q. hereof, (iii) a
Determination of Tax Credit ineligibility or (iv) the end of the Draw Period, a corresponding rescission
of the amount of principal available to be drawn on the Note as calculated by CFC shall automatically
be made without further action by the Borrower. CFC shall release the Bon'ower from its obligations
hereunder as to such rescinded portion, provided the Borrower complies with such terms and
conditions as CFC may impose for such release including, without limitation, payment of any
rescission fee that CFC may from time to time prescribe, pursuant to its policies of general
application.

Section 3.06. Cancellation of Excess Moneys. If the Borrower has not drawn down the full
amount of the CFC Commitment at the time CFC determines that it will cease making Advances
hereunder pursuant to Section 7.01 hereof, a corresponding cancellation of the amount of principal
available to be drawn on the Note as calculated by CFC shall automatically be made without action
by the Borrower.

Section 3.07. Default Rate. If Borrower defaults on its obligation to make a payment due
hereunder by the applicable Payment Date, and such default continues for thirty days thereafter, then

8
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beginning on the thirty-first day after the Payment Date and for so long as such default continues,
Advances shall bear interest at the Default Rate.

Section 3.08. Patronage Capital, Interest Rate Discounts.
earned, and no interest rate discounts shall apply, to the Loan.

No patronage capital shall be

Section 3.09. Optional Prepayment. Except for prepayments made pursuant to
Section 3.04 hereof, no prepayment of any Advance, in whole or in part, may be made by the
Borrower.

ARTICLE IV

CONDITIONS OF LENDING

Section 4.01 The obl igation of  CFC to make any Advance hereunder is subject to
satisfaction of the following conditions in form and substance satisfactory to CFC:

A. Legal Matters. All legal matters incident to the consummation of the transactions
hereby contemplated shall be satisfactory to counsel for CFC.

B. Documents. CFC shall have been furnished with (i) the executed Loan Documents,
(ii) certified copies of all such organizational documents and proceedings of the Borrower authorizing
the transactions hereby contemplated as CFC shall require, (iii) an opinion of counsel for the Bonrow-
er addressing such legal matters as CFC shall reasonably require, and (iv) all other such documents
as CFC may reasonably request.

Government Approvals. The Borrower shall have furnished to CFC true and correct
copies of all certif icates, authorizations, consents, permits and licenses from Governmental
Authorities necessary for the execution or delivery of the Loan Documents or performance by the
Borrower of the obligations thereunder

Representations and Warranties. The representations and warranties contained in
Article ll shall be true on the date of the making of each Advance hereunder with the same effect as
though such representations and warranties had been made on such date, no Event of DefauN and
no event which, with the lapse of time or the notice and lapse of time would become such an Event of
Default, shall have occurred and be continuing or will have occurred after giving effect to each
Advance on the books of the Borrower, there shall have occurred no material adverse change in the
business or condition. financial or otherwise, of the Borrower, and nothing shall have occurred which
in the opinion of CFC materially and adversely affects the Borrower's ability to perform its obligations
hereunder

E Mortgage Recordation. The Mortgage (and any amendments, supplements or
restatements as CFC may require from time to time) shall have been duly filed, recorded or indexed
in all jurisdictions necessary (and in any other jurisdiction that CFC shall have reasonably requested)
to provide CFC a lien, subject to Permitted Encumbrances, on all of the Borrower's real property, all
in accordance with applicable law, and the Borrower shall have paid all applicable taxes, recording
and filing fees and caused satisfactory evidence thereof to be furnished to CFC

UCC Filings. Uniform Commercial Code financing statements (and any continuation
statements and other amendments thereto that CFC shall require from time to time) shall have been
duly filed, recorded or indexed in all jurisdictions necessary (and in any other jurisdiction that CFC
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statement all in accordance with applicable law, and the Borrower shall have paid all applicable
taxes,

shall have reasonably requested) to provide CFC a perfected security interest, subject to Permitted
Encumbrances, in the Mortgaged Property which may be perfected by the filing of a financing

recording and filing fees and caused satisfactory evidence thereof to be furnished to CFC.

G. Requisitions. The Borrower will requisition each Advance by submitting its written
requisition to CFC in the form attached as Exhibit A hereto. Requisitions for Advances shall be made
only for the purposes set forth in Schedule 1 hereto.

H. Other lnformation. The Borrower shall have furnished such other information as
CFC may reasonably require, including but not limited to (i) information regarding the specific
purpose for an Advance and the use thereof, (ii) feasibility studies, cash flow projections, financial
analyses and pro forma financial statements sufficient to demonstrate to CFC's reasonable
satisfaction that after giving effect to the Advance requested, the Borrower shall continue to achieve
the DSC ratio set forth in Section 5.01.A herein, to meet all cf its debt service obligations, and
otherwise to perform and to comply with all other covenants and conditions set forth in this
Agreement, and (iii) any other information as CFC may reasonably request. CFC's obligation to
make any Advance hereunder is conditioned upon prior receipt and approval of the Borrowers
written requisition and other information and documentation, if any, as CFC may have requested
pursuant to this paragraph .

I. Issuance of Bonds. CFC shall have issued CREBS in an amount not less than the
CFC Commitment.

J. CREB Allocation. CFC shall have received an allocation in the amount of the CFC
Commitment from the u.s. Department of Treasury for the Borrower's Project under its Securities
program.

K. Tax Credit Ineligibility. There shall have occurred no Determination of Tax Credit
ineligibility with regard to the Borrower or the Project.

L. Bring Down Certificate. Two (2) Business Days prior to the Closing Date, the
Borrower shall furnish CFC with a certificate of an Authorized Officer of the Borrower in the form of
Exhibit B hereto, certifying that all of the representations and warranties set forth in Article ll hereof
are true on the Closing Date.

ARTICLE v

COVENANTS

Section 5.01 Affirmative Covenants. The Borrower covenants and agrees withCFC that
until payment in full of the Note and performanceof all obligationsof the Borrower hereunder:

J

A. Financial Ratios; Design of Rates. The Borrower shall achieve an Average DSC
Ratio of not less than 1.35. The Borrower shall not decrease its rates for electric service if it has
failed to achieve a DSC Ratio of 1.35 for the calendar year prior to such reduction subject only to an
order from a Governmental Authority properly exercising jurisdiction over the Borrower

Loan Proceeds. The Borrower shall use the proceeds of this Loan solely for the
purposes identified on Schedule 1 hereto
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c. Notice. The Borrower shall promptly notify CFC in writing of:

any material adverse change in the business, operations, prospects, assets, liabilities(i)
or financial condition of the Borrower,

(ii)
involving the Borrower which could materially affect the business, operations, prospects, assets,
liabilities or financial condition of the Borrower,

the institution or threat of any litigation or administrative proceeding of any nature

the occurrence of an Event of Default hereunder, or any event that, with the giving of
notice or lapse of time, or both, would constitute an Event of Default.

(iii)

D. Default Notices. Upon receipt of  any notices with respect to a default by the
Borrower under the terms of any evidence of any indebtedness with parties other than CFC or of any
loan agreement, mortgage or other agreement relating thereto, the Borrower shall deliver copies of
such notice to CFC.

E. Annual Certificates.

(i) 1
commencing with the year in which the initial Advance hereunder shall have been made, the
Borrower will deliver to cc a written statement, in form and substance satisfactory to CFC, signed
by the Borrower's General Manager or Chief Executive Officer, stating that during such year, and that
to the best of said person's knowledge, the Borrower has fulfilled all of its obligations under this
Agreement, the Project Agreement, the Note, and the Mortgage throughout such year or, if there has
been a default in the fulfillment of any such obligations, specifying each such default known to said
person and the nature and status thereof.

W ithin one hundred twenty (120) days af ter the close of  each calendar year

The Borrower shall deliver to CFC within one hundred twenty (120) days of CFC's

substance satisfactory to CFC, regarding the condition of the Mortgaged Property prepared by
professional engineer satisfactory to CFC.
information as CFC may reasonably request from time to time.

(ii)
written request, which shall be no more frequently than once every year a certification, in form and

a
The Borrower .shall also deliver to CFC such other

F. Loan Capital Term Certificate Purchase. The Borrower will purchase LCTCs, if
required, in an amount calculated pursuant to CFC's policies of general application and shall pay for
such LCTCs as required thereby. CFC's policies with respect to such LCTCs are set forth in
Schedule 1.

G. Financial Books; Financial Reports; Right of Inspection. The Borrower will at all
times keep, and safely preserve, proper books, records and accounts in which full and true entries
will be made of all of the dealings, business and affairs of the Borrower, in accordance with
Accounting Requirements. When requested by CFC, the Borrower will prepare and furnish CFC
from time to time, periodic financial and statistical reports on its condition and operations. All of such
reports shall be in such form and include such information as may be specified by CFC. Within one
hundred twenty (120) days of the end of each calendar year during the term hereof, the Borrower
shall furnish to CFC a full and complete report of its f inancial condition and statement of its
operations as of the end of such calendar year, in form and substance satisfactory to CFC. In
addition, within one hundred twenty (120) days of the end of each the Borrower's fiscal years during
the term hereof, the Borrower shall furnish to CFC a full and complete consolidated and consolidating
report of its financial condition and statement of its operations as of the end of such fecal year
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audited and certified by independent certified public accountants nationally recognized or other/vise
satisfactory to CFC and accompanied by a report of such audit in form and substance satisfactory to
CFC, including without limitation a consolidated and consolidating balance sheet and the related
consolidated and consolidating statements o f  i ncom e and cash f l ow. CFC, through i ts
representatives, shall at all times during reasonable business hours and upon prior notice have
access to,.and the right to inspect and make copies of, any or all books, records and accounts, and
any or all invoices, contracts, leases, payrolls, canceled checks, statements and other documents
and papers of every kind belonging to or in the possession of the Borrower or in anyway pertaining to
its property or business.

H. Notice of Additional Secured Debt. The Borrower will notify CFC promptly in writing
if it incurs any additional secured indebtedness other than indebtedness to CFC or indebtedness
otherwise provided for in the Mortgage.

I. Funds Requisition. The Borrower agrees (i) that CFC may rely conclusively upon the
written instructions submitted to CFC in the Borrower's written request for an Advance hereunder,
(ii) that such instructions shall constitute a covenant under this Agreement to repay the Advance in
accordance with such instructions, the applicable Note, the Mortgage, the Project Agreement and
this Agreement, and (iii) to request Advances only for the purposes set forth in Schedule 1 hereto.

J. Compliance With Laws. The Borrower and each Subsidiary shall  remain in
compliance, in all material respects, with all applicable requirements of law and applicable rules and
regulations of each Governmental Authority.

K. Taxes. The Borrower shall pay, or cause to be paid all taxes, assessments or
governmental charges lawfully levied or imposed on or against it and its properties prior to the time
they become delinquent, except for any taxes, assessments or charges that are being contested in
good faith and with respect to which adequate reserves as determined in good faith by the Borrower
have been established and are being maintained.

L. Further Assurances. The Borrower shall execute any and all further documents,
financing statements, agreements and instruments, and take all such further actions (including the
filing and recording of financing statements, fixture filings, mortgages, deeds of trust and other
documents), which may be required under any applicable law, or which CFC may reasonably
.request, to effectuate the transactions contemplated by the Loan Documents or to grant, preserve,
protect or perfect the Liens created or intended to be created thereby. The Borrower also agrees to
provide to CFC, from time to time upon request, evidence reasonably satisfactory to CFC as to the
perfection and priority of the Liens created or intended to be created by the Loan Documents.

M. Environmental Covenants. Borrower shall:

(i) at its own cost, comply in all material respects with all applicable Environmental Laws,
including, but not limited to, any required remediation, and

(ii) i f  i t  receives any wri tten communication al leging Borrower's v iolation of  any
Environmental Law, provide CFC with a copy thereof within ten (10) Business Days after receipt, and
promptly take appropriate action to remedy, cure, defend, or otherwise affirmatively respond to the
matter.

n. Limitations on Loans, Investments and Other Obligations. The aggregate amount
of all purchases, investments, loans, guarantees, commitments and other obligations described in
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Section 5.02.D(i) of this Agreement shall at all times be less than fifteen percent (15%) of Total Utility
Plant or fifty percent (50%) of Equity, whichever is greater.

O. Tax Status of the CREBs. The Borrower shall utilize the Project or cause it to be
utilized as provided in the Project Agreement until the CREB Maturity Date. No use will be made of
the proceeds of the CREBs other than as set forth herein and in the Project Agreement and no
changes will be made in the Project or in the operation or beneficial use thereof (including, without
limbing the generality of the foregoing, the use of the Project by the Borrower or any related person)
without an opinion of Bond Counsel that such a use or change will not adversely affect the eligibility
of the CREBs to qualify for a tax credit for the owner thereof, for federal income tax purposes. The
Borrower agrees and warrants that it will not take or authorize or permit any action to be taken and
has not taken or authorized or permitted any action to be taken and will not fail to take any action to
comply with the Project Agreement which adversely affects the eligibility of the CREBs to qualify for a
tax credit for the owner thereof, for federal income tax purposes. This agreement and warranty shall
survive the termination of this Agreement.

P. Completion Certificate. The Borrower shall submit to CFC within 30 days after the
completion of the Project, a Completion Certificate signed by an Authorized Officer of the Borrower.

Q. Termination Certificate. If  the Borrower determines that the Project will not be
completed as described in Section 5.01.P above, then the Borrower shall submit to CFC a
Termination Certificate, within 30 days of a determination that:

(i)
Project, and

no further acquisition, construction or installation will occur with respect to the

(ii) the Borrower does not intend to make any further Advances.

R. Other Information. The Borrower shall furnish such other information as CFC may
reasonably require relating to the Project.

Section 5.02 Negative Covenants. The Borrower covenants and agrees with CFC that until
payment in full of the Note and performance of all obligations of the Borrower hereunder, the
Borrower will not, directly or indirectly, without CFC's prior written consent:

A. Limitations on Mergers. Consolidate with, merge, or sell all or substantially all of its
business or assets, or enter into an agreement for such consolidation, Merger or sale, to another
entity or person unless such action is either approved, as is evidenced by the prior written consent of
CFC, or the purchaser, successor or resulting corporation is or becomes a member in good standing
of  CFC and assumes the due and punctual payment of  the Note and the due and punctual
performance of the covenants contained in the Mortgage and this Agreement

Limitations on Sale, Lease or Transfer of Capital Assets; Application of
Proceeds. Sell, lease or transfer (or enter into an agreement to sell, lease or transfer) any capital
asset, except in accordance with this Section 5.02.B. If no Event of Default (and no event which with
notice or lapse of time and notice would become an Event of Default) shall have occurred and be
continuing, the Borrower may, without the prior written consent of CFC, sell, lease or transfer (or
enter into an agreement to sell, lease or transfer) any capital asset in exchange for fair market value
consideration paid to the Borrower if the value of such capital asset is less than five percent (5%) of
Total Utility Plant and the aggregate value of capital assets sold, leased or transferred in any 12
month period is less than ten percent (10%) of Total utility Plant
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c. Limitation on Dividends, Patronage Refunds and Other Distributions.

(i) Make Distributions in any calendar year if, after giving effect to the Distribution, the total
Equity of the Borrower will be less than twenty percent (20%) of its Total Assets.

(ii) If, after giving effect to the Distribution, the total Equity of the Borrower will be less than
twenty percent (20%) of its Total Assets, then the Borrower may nevertheless make Distributions of
up to thirty percent (30%) of its total margins for the preceding calendar year.

(iii) Notwithstanding anything to the contrary in subparagraphs (i) and (ii) above, the Borrower
shall not make any Distribution without the prior written consent of CFC if an Event of Default under
this Agreement has occurred and is continuing.

D. Limitations on Loans, Investments and Other Obligations.

(i) (a) Purchase, or make any commitment to purchase, any stock, bonds, notes, debentures,
or other securities or obligations of or beneficial interests in, (b) make, or enter into a commitment to
make, any other investment, monetary or otherwise, in, (c) make, or enter into a commitment to
make, any loan to, or (d) guarantee. assume, or otherwise become liable for, or enter into a
commitment to guarantee, assume, or otherwise become liable for, any obligation of any Person if,
after giving effect to such purchase, investment, loan, guarantee or commitment, the aggregate
amount thereof would exceed the greater of fifteen percent (15%) of Total Utility Plant or fifty percent
(50%) of Equity.

(ii) The following shall not be included in the limitation of purchases, investments, loans and
guarantees in (i) above: (a) bonds, notes, debentures, stock, or other securities or obligations issued
by or guaranteed by the United States or any agency or instrumentality thereof, (b) bonds, notes,
debentures, stock, commercial paper, subordinated capital certMcates, or any other security or
obligation issued by CFC or by institutions whose senior unsecured debt obligations are rated by at
least two nationally recognized rating organizations in either of their two highest categories, (c)
investments incidental to loans made by CFC, (d) any deposit that is fully insured by the United
States, (e) loans and grants made by any Governmental Authority to the Borrower under any rural
economic development program, but only to the extent that such foams and grants are non-recourse
to the Borrower, and (f) unretired patronage capital allocated to the Borrower by CFC, a cooperative
from which the Borrower purchases electric power, or a statewide cooperative association of which
Borrower is a member.

(iii) In no event may the Borrower take any action pursuant to subsection (i) if an Event of
Default under this Agreement has occurred and is continuing,

E. Organizational Change. Change its type of organization or other legal structure,
except as permitted by Section 5.02.A. hereof, in which case the Borrower shall provide at least 30
days prior written notice to CFC together with all documentation reflecting such change as CFC may
reasonably require.

F. Notice of Change in Borrower Information. Change its (i) state of incorporation, (ii)
legal name, (iii) mailing address, or (iv) organizational identification number, if it has one, unless the
Borrower provides written notice to CFC at least thirty (30) days prior to the effective date of any
such change together with all documentation reflecting any such change as CFC may reasonably
require.

a
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ARTICLE VI

EVENTS OF DEFAULT

Section 6.01 The following shall be "Events of Default" under this Agreement:

A. Representations and Warranties. Any representation or warranty made by the
Borrower herein, or in any of the other Loan Documents, or in any certificate or financial statement
furnished to CFC hereunder or under any of the other Loan Documents shall prove to be false or
misleading in any material respect.

B. Payment. The Borrower shal l  fai l  to pay (whether upon stated maturi ty, by
acceleration, or otherwise) any principal, interest, premium (if any) or other amount payable under
the Note and the Loan Documents within five (5) Business Days after the due date thereof.

c. Other Covenants.

(i) No Grace Period. Failure of the Borrower to observe or perform any covenant
or agreement contained in the Project Agreement or in Sections 5.01.A, 5.01.B,
5.01 .D, 5.01.E, 5.01 .G, 5.01.1, 5.01 .N, 5.01 .O and 5.02 of this Agreement.

(ii) Thirty Day Grace Period. Failure of the Borrower to observe or perform any
other covenant or agreement contained in this Agreement or any of the other Loan
Documents, which shall remain unremedied for thirty (30) calendar days after written
notice thereof shall have been given to the Borrower by CFC.

D. Legal Existence, Permits and Licenses. The Borrower shall forfeit or otherwise be
deprived of (i) its authority to conduct business in the jurisdiction in which it is organized or in any
other jurisdiction where such authority is required in order for the Borrower to conduct its business in
such jurisdiction or (ii) permits, easements, consents or licenses required to carry on any material
portion of its business.

E. Other CFC Obligations. The Borrower shal l  be in breach or defaul t  of  any
Obligation, which breach or default continues uncured beyond the expiration of any applicable grace
period.

F. Other Obligations. The Borrower shall (i) fail to make any payment of any principal,
premium or any other amount due or interest on any indebtedness with parties other than CFC which
shall remain unpaid beyond the expiration of any applicable grace period, or (ii) be in breach or
default with respect to any other term of any evidence of any other indebtedness with parties other
than CFC or of any loan agreement, mortgage or other agreement relating thereto which breach or
default continues uncured beyond the expiration of any applicable grace period. if the effect of such
failure, default or breach is to cause the holder or holders of that indebtedness to cause that
indebtedness to become or be declared due prior to its stated maturity (upon the giving or receiving
of notice, lapse of time, both or otherwise)

Involuntary Bankruptcy. An involuntary case or other proceeding shal l  be
commenced against the Borrower seeking liquidation, reorganization or other relief with respect to it
or its debts under bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the
appointment of a trustee, receiver, liquidator, custodian or other similar official of it or any substantial
part of its property and such involuntary case or other proceeding shall continue without dismissal or
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stay for a period of sixty (60) days, or an order for relief shall be entered against the Borrower under
the federal bankruptcy laws or applicable state law as now or hereafter in effect.

H. Insolvency. The Borrower shall commence a voluntary case or other proceeding
seeking liquidation, reorganization or other relief with respect to itself or its debts under any
bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the appointment of a
trustee, receiver, liquidator, custodian or other similar official of it or any substantial part of its
property, or shall consent to any such relief or to the appointment of or taking possession by any
such official in an involuntary case or proceeding commenced against it, or shall make a general
assignment for the benefit of creditors, or shall admit in writing its inability to, or be generally unable
to, pay its debts as they become due, or shall take any action to authorize any of the foregoing.

I. Dissolution or Liquidation. Other than as provided in subsection H. above, the
dissolution or liquidation of the Borrower, or failure by the Borrower promptly to forestall or remove
any execution, garnishment or attachment of such consequence as will impair its ability to continue
its business or fulfill its obligations and such execution, garnishment or attachment shall not be
vacated within sixty (60) days. The term "dissolution or liquidation of the Borrowed"', as used in this
subsection. shall not be construed to include the cessation of the corporate existence of the Borrower
resulting either from a merger or consolidation of the Borrower into or with another corporation
following a transfer of all or substantially all its assets as an entirety, under the conditions set forth in
Section 5.02.A.

J. Material Adverse Change. Any material adverse change in the business or
condition, Financial or othemrise, of the Borrower.

K. Monetary Judgment. The Borrower shall suffer any money judgment not covered by
insurance, writ or warrant of attachment or similar process involving an amount in excess of
$100,000 and shall not discharge, vacate, bond or stay the same within a period of sixty (60) days.

L. Nonmonetary Judgment. One or more nonmonetary judgments or orders (including,
without limitation, injunctions, writs or warrants of attachment, garnishment, execution, distrait,
replevin or similar process) shall be rendered against the Borrower that, either individually or in the
aggregate, could reasonably be expected to have a material adverse effect upon the business,
operations, prospects, assets, liabilities or financial condition of the Borrower.

ARTICLE VII

REMEDIES

Section 7.01 If any of the Events of Default listed in Section 6 hereof shall occur after the
date of this Agreement and shall not have been remedied within the applicable grace periods
specified therein, then CFC may:

0)

(ii)

Cease making Advances hereunder,

Declare all unpaid principal outstanding on the Note, all accrued and unpaid interest
thereon, and all other Obligations to be immediately due and payable and the same
shall thereupon become immediately due and payable without presentment, demand,
protest or notice of any kind, all of which are hereby expressly waived ,
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(iii) Exercise rights of setoff or recoupment and apply any and all amounts held, or hereby
held, by CFC or owed to the Borrower or for the credit or account of the Borrower
against any and all of the Obligations of the Borrower now or hereafter existing
hereunder or under the Note, including, but not l imited to, patronage capital
allocations and retirements, money due to Borrower from equity certificates purchased
from CFC, and any membership or other fees that would otherwise be returned to
Borrower but excluding any LCTCs purchased by the Borrower pursuant to this
Agreement. The rights of CFC under this section are in addition to any other rights
and remedies (including other rights of setoff or recoupment) which CFC may have.
The Borrower waives all rights of setoff, deduction, recoupment or counterclaim,

(W) Pursue all rights and remedies available to CFC that are contemplated by the
Mortgage and the other Loan Documents in the manner, upon the conditions, and with
the effect provided in the Mortgage and the other Loan Documents, including, but not
limited to, a suit for specific performance, injunctive relief or damages,

(V) Pursue any other rights and remedies available to CFC at law or in equity.

Nothing herein shall limit the right of CFC to pursue all rights and remedies available to a creditor
following the occurrence of an Event of Default. Each right, power and remedy of CFC shall be
cumulative and concurrent, and recourse to one or more rights or remedies shall not constitute a
waiver of any other right, power or remedy.

ARTICLE VIII

MISCELLANEOUS

Section 8.01 Notices. All notices, requests and other communications provided for herein
including, without limitation, any modifications of, or waivers, requests or consents under, this
Agreement shall be given or made in writing (including, without limitation, by telecopy) and delivered
to the intended recipient at the "Address for Notices" specified below, or, as to any party, at such
other address as shall be designated by such party in a notice to each other party, All such
communications shall be deemed to have been duly given (I) when personally delivered including,
without limitation, by overnight mail or courier service, (ii) in the case of notice by United States mail,
certified or registered, postage prepaid, return receipt requested, upon receipt thereof, or (iii) in the
case ,
confirmed by either of the methods set forth in clauses (i) or (ii) above in each case given or
addressed as provided for herein. The Address for Notices of each of the respective parties is as
follows

of notice by telecopy, upon transmission thereof provided such transmission is promptly

National Rural Utilities Cooperative Finance Corporation
2201 Cooperative Way
Herndon, Virginia 20171-3025
Attention: Senior Vice President - Member Services
Fax # 703-709-6776

The Borrower

The address set forth in
Schedule 1 hereto
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Section 8.02 Expenses. Borrower shall reimburse CFC for any reasonable costs and
out-of-pocket expenses paid or incurred by CFC (including, without limitation, reasonable fees and
expenses of outside attorneys, paralegals and consultants) for all actions CFC takes, (a) to enforce
the payment of any Obligation, to effect collection of any Mortgaged Property, or in preparation for
such enforcement or collection, (b) to institute, maintain, preserve, enforce and foreclose on CFC's
security interest in or Lien on any of the Mortgaged Property, whether through judicial proceedings or
otherwise, (c) to restructure any of the Obligations, (d) to review, approve or grant any consents or
waivers hereunder, (e) to prepare, negotiate, execute, deliver, rev iew, amend or modify this
Agreement, (f ) to prepare, negotiate, execute, deliver, rev iew, amend or modify any other
agreements, documents and instruments deemed necessary or appropriate by CFC in connection
with any of  the foregoing, and (g) to obtain any opinions required to be furnished upon a
Determination of Tax Credit Ineligibility and an extraordinary prepayment as set forth in Section 3.04
hereof or a rescission of excess money as set forth in Section 3.05 or a cancellation of excess
moneys as set forth in Section 3.06.

The amount of all such expenses identif ied in this Section 8.02 shall be secured by the
Mortgage and shall be payable upon demand, and if not paid, shall accrue interest at the Default
Rate.

Section 8.03 Late Payments. If payment of any amount due hereunder is not received at
CFC's office in Hemdon, Virginia, or such other location as CFC may designate to the Borrower
within five (5) Business Days after the due date thereof, the Borrower will pay to CFC, in addition to
all other amounts due under the terms of the Loan Documents, any late payment charge as may be
fixed by CFC from time to time pursuant to its policies of general application as in effect from time to
time.

Section 8.04. Non-Business Day Payments. If any payment to be made by the Borrower
hereunder shall become due on a day which is not a Business Day, such payment shall be made on
the next succeeding Business Day and such extension of time shall be included in computing any
interest in respect of such payment.

Section 8.05 Filing Fees. To the extent permitted by law, the Borrower agrees to pay all
expenses of CFC (including the reasonable fees and expenses of its counsel) in connection with the
filing, registration, recordation or perfection of the Mortgage and any other security instruments as
may be required by CFC in connection with this Agreement, including, without l imitation, all
documentary stamps, recordation and transfer taxes and other costs and taxes incident to execution,
filing, registration or recordation of any document or instrument in connection herewith. The Borrower
agrees to save harmless and indemnify CFC from and against any liability resulting from the failure to
pay any required documentary stamps, recordation and transfer taxes, recording costs, or any other
expenses incurred by CFC in connection with this Agreement. The provisions of this subsection shall
survive the execution and delivery of this Agreement and the payment of all other amounts due under
the Loan Documents.

Section 8.06 Walver; Modification. No failure on the part of CFC to exercise, and no delay
in exercising, any right or power hereunder or under the other Loan Documents shall operate as a
waiver thereof, nor shall any single or partial exercise by CFC of any right hereunder, or any
abandonment or discontinuance of steps to enforce such right or power, preclude any other or further
exercise thereof or the exercise of any other right or power. No modification or waiver of any
provision of this Agreement, the Note or the other Loan Documents and no consent to any departure
by the Borrower therefrom shall in any event be effective unless the same shall be in writing by the
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party granting such modification, waiver or consent, and then such modification, waiver or consent
shall be effective only in the specific instance and for the purpose for which given.

SECTION 8.07
JURY TRIAL.

GOVERNING LAW; SUBMISSION TO JURISDICTION; WAIVER OF

(A) THE PERFORMANCE AND CONSTRUCTION OF THIS AGREEMENT AND THE NOTE
SHALL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE
COMMONWEALTH OF VIRGINIA.

(B) THE BORROWER HEREBY SUBMITS TO THE NON-EXCLUSIVE JURISDICTION OF
THE UNITED STATES COURTS LOCATED IN VIRGINIA AND OF ANY STATE COURT SO
LOCATED FOR PURPOSES OF ALL LEGAL PROCEEDINGS ARISING OUT OF OR RELATING
TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY. THE BORROWER
IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY
OBJECTIONS THAT IT MAY NOW OR HEREAFTER HAVE TO THE ESTABLISHING OF THE
VENUE OF ANY SUCH PROCEEDINGS BROUGHT IN SUCH A COURT AND ANY CLAIM THAT
ANY SUCH PROCEEDING HAS BEEN BROUGHT IN AN INCONVENIENT FORUM.

(C) THE BORROWER AND CFC EACH HEREBY IRREVOCABLY WAIVES, TO THE
FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY AND ALL RIGHT TO TRIAL BY
JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT
OR THE TRANSACTIONS CONTEMPLATED HEREBY.

_

SECTION 8.08 INDEMNIFICATION. THE BORROWER HEREBY INDEMNIFIES AND
AGREES TO HOLD HARMLESS, AND DEFEND CFC AND ITS MEMBERS, DIRECTORS,
OFFICERS, EMPLOYEES, AGENTS, ATTORNEYS AND REPRESENTATIVES (EACH AN
"INDEMNITY') FOR, FROM, AND AGAINST ALL CLAIMS, DAMAGES, LOSSES, LIABILITIES,
COSTS, AND EXPENSES (INCLUDING, WITHOUT LIMITATION, COSTS AND EXPENSES OF
LITIGATION AND REASONABLE ATTORNEYS' FEES) ARISING FROM ANY CLAIM OR DEMAND
IN RESPECT OF THIS AGREEMENT AND THE OTHER LOAN DOCUMENTS, THE MORTGAGED
PROPERTY, OR THE TRANSACTIONS DESCRIBED IN THIS AGREEMENT AND THE OTHER
LOAN DOCUMENTS AND ARISING AT ANY TIME, WHETHER BEFORE OR AFTER PAYMENT
AND PERFORMANCE OF ALL OBLIGATIONS UNDER THIS AGREEMENT AND THE OTHER
»LOAN DOCUMENTS IN FULL, EXCEPTING ANY SUCH MATTERS ARISING SOLELY FROM THE
GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF CFC OR ANY INDEMNITEE INCLUDING
WITHOUT LIMITATION ANY DETERMINATION MADE OR OTHER ACTION TAKEN BY CFC
PURSUANT TO SECTIONS 3.04, 3.05 and 3.06 OF THIS AGREEMENT. NOTWITHSTANDING
ANYTHING TO THE CONTRARY CONTAINED IN SECTION 8.10 HEREOF, THE OBLIGATIONS
IMPOSED UPON THE BORROWER BY THIS SECTION SHALL SURVIVE THE REPAYMENT OF
THE NOTE, THE TERMINATION OF THIS AGREEMENT AND THE TERMINATION OR RELEASE
OF THE LIEN OF THE MORTGAGE.

Section 8.09 Complete Agreement. This Agreement, together with the schedules to this
Agreement, the Note and the other Loan Documents, and the other agreements and matters referred
to herein or by their terms referring hereto, is intended by the parties as a Final expression of their
agreement and is intended as a complete statement of the terms and conditions of their agreement
In the event of any conflict in the terms and provisions of this Agreement and any other Loan
Documents, the terms and provisions of this Agreement shall control

4
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Section 8.10 Survival; Successors and Assigns. All covenants, agreements,
representations and warranties of the Borrower which are contained in this Agreement shall survive
the execution and delivery to CFC of the Loan Documents and the making of the Loan hereunder
and shall continue in full force and effect until all of the obligations under the Loan Documents have
been paid in full. All covenants, agreements, representations and warranties of the Borrower which
are contained in this Agreement shall inure to the benefit of the successors and assigns of CFC. The
Borrower shall not have the right to assign its rights or obligations under this Agreement without the
prior written consent of CFC, except as provided in Section 5.02.A hereof.

Section 8.11 Use of Terms. The use of the singular herein shall also refer to the plural, and
vice versa.

Section 8.12 Headings. The headings and sub-headings contained in this Agreement are
intended to be used for convenience only and do not constitute part of this Agreement.

Section 8.13 Severability. If any term, provision or condition, or any part thereof, of this
Agreement, the Note or the other Loan Documents shall for any reason be found or held invalid or
unenforceable by any governmental agency or court of competent jurisdiction, such invalidity or
unenforceability shall not affect the remainder of such term, provision or condition nor any other term,
provision or condition, and this Agreement, the Note and the other Loan Documents shall survive and
be construed as if such invalid or unenforceable term, provision or condition had not been contained
therein.

Section 8.14 Binding Effect. This Agreement shall become effective when it shall have
been executed by both the Borrower and CFC and thereafter shall be binding upon and inure to the
benefitof the Borrower and CFC and their respective successors and assigns.

Section 8.15 Counterparts. This Agreement may be executed in one or more counterparts,
each of which will be deemed an original and all of which together will constitute one and the same
document. Signature pages may be detached from the counterparts and attached to a single copy of
this Agreement to physically form one document.

Section 8.16 Disclosure. This Agreement and any other Loan Document may be shared
by CFC with such Persons as shall be required in order to facilitate the issuance of the CREBs,
including, but not limited to, its attorneys, underwriters and investors in the CREBs.

Section 8.17 Schedule 1. Schedule 1 attached hereto is an integral part of this Agreement.

\
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed
as of the day and year first above written.

SULPHUR SPRINGS VALLEY
ELECTRIC COOPERATIVE, INC.

(SEAL)
\. \ ' LBy: &mLW 4

Title: y~¢.5¢l ¢A.JIT

Attest:
S6cy€!§iT

CF{EDEN w. HUBEFl
CHIEF EXECUTIVE OFFICER

NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE CORPORATION

(SEAL)

MARIANNE L DUSOLD

Attest
Assistant Secretary-Treasurer

CRAIG CDLANTONI
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SCHEDULE 1

1. The purpose of this loan is to finance (i) the reimbursement of the cost of the Project of the
Borrower, including any reasonable costs and expenses incurred by the Borrower in
connection with financing the Project, as described and permitted by the terms of the Project
Agreement and (ii) a portion of CFC's costs in issuing the CREBs as set forth in Section
3.02.A.

The Project of the Borrower being financed by the Loan (funded by proceeds of the CREBs)
constitutes the following clean renewable energy facilities:

Vallev Union School District Photovoltaic Solar Automobile Parking Shade Structure

This project will place a photovoltaic module that will produce 23 kW of electricity in the shade
structure at the Valley Union High School. The PV structure will provide electricity to the
school with excess power flowing to the Borrower's system.

Subject to the terms of this Agreement, CFC has agreed to loan to the Borrower from
proceeds of the CREBs, an amount not to exceed $280,000.00 (the "CFC Commitment").

Draw Period shall mean the period beginning on the Closing Date and ending on the dale that
is five (5) years thereafter.

The Borrower shall not purchase the LCTCs or any portion thereof with funds from the Loan.
The Borrower shall use its own funds or funds borrowed under another credit facility to
purchase such LCTCs, subject to the CFC policies regarding LCTCs set forth in the following
paragraph.

CFC Policies Regarding LCTCs: (i) Any solvent Member of CFC with an outstanding LCTC
purchased in connection with a loan from the proceeds of Securities may borrow the
outstanding amount of the LCTC from CFC without a further credit review, for a term equal to
or shorter than the maturity of the LCTC at a rate equal to the comparable rate charged by
CFC for similarly classified loans, and (ii) any Member of CFC with an outstanding LCTC
purchased in connection with a loan from the proceeds of Securities may sell such LCTC to
another Member of CFC for consideration.

The Mortgage shall mean the Restated Mortgage and Security Agreement, dated as of
December 6, 2007, between the Borrower and CFC, as it may have been supplemented,
amended, consolidated, or restated from time to time.

The Note executed pursuant hereto is as follows:

The Subsidiaries of the Borrower referred to in Section 2.01.B. are: None

The date of the Borrower's balance sheet referred to in Section 2.01.H is June 30. 2006

10. The Borrower's exact legal name is: Sulphur Springs Valley Electric Cooperative, Inc

r.
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11.

12.

The Borrower's organizational type is: Corporation

The Borrower is organized under the laws of the state of: Arizona

13. The Be>rrower's organizational identification number is: 0038220-2

14. The place of business or, if more than one, the chief executive office of the Borrower referred
to in Section 2.01.1 is 311 East Wilcox, Sierra Vista, Arizona 85635.

15. The Governmental Authority referred to in Section 2.01.J. is: Arizona Corporation
Commission

16. The address for notices to the Borrower referred to in Section 8.01 is 311 East Wilcox,
Sierra Vista, Arizona 85635, Attention: General Manager, Fax: (520) 384-5223.

_
__

CFC LOANAG
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Exhibit A - Funds Requisition Statement

Borrower Name & ID: Sulphur Springs Valley Electric Cooperative, Inc. (AZO14)
Loan Number: AZ014-A-9050-CB001
Loan Agreement and Project Agreement with CFC dated:
CREBs Series: 2008A
CFC CREBs Application #1 20
Name of Project: Valley Union SschoolDistrict Photovoltaic Solar Automobile

Parking Shade Structure
Funds Requisition Statement No.:

Amount Requested:
Date Of Advance:

Disposition of Funds (wiring instructions):

Certification

Acting on behalf of the Borrower, I hereby certify that as of the date below: (1) I am duly
authorized to make this certification and to request funds on the terms specified herein;
(2) the Borrower has met all of the conditions contained in the Loan Agreement and the
Project Agreement listed above governing the terms of this Advance that the Borrower is
required to meet prior to an Advance of funds, (3) all of the representations and warranties
contained in said Loan Agreement and Project Agreement are true and will continue to be
true upon use of the funds as hereby requested, (4) no Event of Default, under the Loan
Agreement or the Borrower's Mortgage, has occurred and is continuing; (5) I know of no
other event that has occurred which, with the lapse of time and/or notification to CFC of such
event, or after giving effect to this Advance, would become an Event of Default under the
Loan Agreement or the Borrower's Mortgage; (6) the funds requested herein will be used
only as a reimbursement for the purposes specified in the Loan Agreement and the Project
Agreement; (7)the costs to be reimbursed by the funds requested herein are capital
expenditures and have not previously been reimbursed under a previous Funds Requisition
Statement; (8) the Borrower has secured sufficient funds to complete the Project; (9) any
necessary permits and approvals required for the Project at this point have been obtained,
(10) the Borrower is maintaining a file containing true and correct copies of invoices or bills
of sale covering all items for which payment is sought by this request; (11) such costs have
been incurred and paid by the Borrower in connection with the Project, (12) the Borrower is
not using the funds requested hereby to make any payments of principal or interest due
under the Loan Agreement, (13) no expenditure which is being reimbursed by the funds
requested hereby was paid more than eighteen months after the later of (i) the date the
expenditure is paid or (ii) the date the Project is placed in service, but in no event later than
three years after the date the original expenditure was paid, and (14) set forth below is a
table listing all of the major components of the Project, how much is being requested in this
Funds Requisition Statement as an advance for certain components, how much has been

CFC LOANAG
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advanced on each component to date, the percentage of each component that is completed
to date, and the purpose of the advance(s) being requested by this Funds Requisition
Statement.

I hereby authorize CFC, for and on behalf of the Borrower, to forward this Funds Requisition
Statement to the Trustee for disbursement of the Advance from the Project Account relating
to the above Loan to the Borrower on the following terms, and hereby acknowledge and
agree that such terms shall be binding upon Borrower under the provisions of the Loan
Agreement governing this Advance:

Certified By:

Signature Date Title of Authorized Officer

PLEASE FAX TO 703-709-6776 ATTN : , Associate Vice President

APPROVED:

NATIONAL RURAL UTILITIES COOPERATIVE FINANCE CORPORATION

Title
Date

CFC LOANAG
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EXHIBIT B

BRING-DOWN CERTIFICATE
OF

BORROWER

T h e  u n d e rs i g n e d , ,  d u l y  q u a l i f i e d  o f f i c e r s  o f  S U L P H U R  S P R I N G S
VALLEY  ELEC TR I C  C O O PER ATI VE ,  I N C .  ( t he  "Bo r row er " ) ,  an  A r i zona  co rpo ra t i on ,  he reby  ce r t i f y
as fo l l ows:

1 . T he  f o l l ow i ng  docum en t s  have  been  du l y  execu t ed ,  and  de l i ve red  o r  accep t ed in t h e
name and on behal f  o f  t he Borrower by the author i zed of f i cer  or  o f f i cers  o f  the Borrower pursuant  to ,
and in fu l l  compl iance wi th,  authori t y granted by the Board of  Trustees/Di rectors of  the Borrower:

DOCUMENT DATE OTHER PARTY OR PARTIES

Loan Agreement  ( t he
"Agreem ent " )

1 2 0 0_ Nat ional  Rural  Ut i l i t ies Cooperat ive
F inance Corpora t i on ( "CFC" )

Project  Agreement  ( the "Project
Agreem en t " )

I 2 0 0 _

Note ( the 'Wore") , 200_

2 . Each o f  t he  representa t i ons  and warran t i es  o f  t he  Borrower  i n  t he  Loan Agreement  and
the Project Agreem ent  a re t r u e a n d correct on and as o f  t he date  hereof ( the "C losing Date") , and t he
Borrower has compl i ed  w i t h  a l l  agreements  and sat i s f i ed  a l l  cond i t i ons on i t s  par t  t o  be observed or
sat isf ied thereunder at  or prior to the Closing Date.

In WITNESS WHEREOF,  the unders igned have hereunto set  thei r  s ignatures th is
,  2008.

d a y  o f

S U L P H U R  S P R I N G S  V A L L E Y  E L E C T R I C
C O O P E R A T I V E ,  I N C .

B y
Ti t le :

B y
Ti t le :

CFC LOANAG
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EXHIBIT c

COMPLETION CERTIFICATE
OF

BORROWER

P u r s u a n t  t o  t h e  L o a n  A g r e e m e n t  d a t e d  a s  o f b y  a n d  b e t w e e n  S U L P H U R
S P R I N G S  V A LLE Y  E LE C T R I C  C O O P E R A T I V E ,  I N C .  ( t he  "B o r row e r " )  and  N a t i ona l  R u ra l  u t i l i t i e s
Coopera t i ve  F i nance  Corpora t i on  ( "CFC")  re l a t i ng  t o  CFC Loan Number  AZ014-A~9050-CB001 ( t he
" L o a n  A g r e e m e n t " ) ,  t h e  u n d e r s i g n e d , ,  d u l y  q u a l i f i e d  o f f i c e r  o f  t h e
Borrower,  hereby cert i f ies as fo l lows:

( i ) O n  [ d a t e  o f  c o m p l e t i o n ]  a l l  p o r t i o n s  o f  t h e  P ro j e c t  ( a s  d e f i n e d  i n  t h e  L o a n
A g r e e m e n t )  h a v e  b e e n  f u l l y  c o m p l e t e d  s u b s t a n t i a l l y  i n  a c c o r d a n c e  w i t h  a n y  p l a n s  a n d
speci f i cat ions therefore,  as then amended,  and

(i i ) A m o u n t  a d va n ce d o n t h e  L o a n  (a s  d e f i n e d  i n  t h e  L o a n  A g re e m e n t )  a n d  t h e
use  o f  t he  p roper t y  f i nanced ,  re f i nanced  o r  re i m bursed  t he re f rom  w i l l  no t  cause  any  o f  t he
representa t i ons  or  cer t i f i ca t i ons  conta ined i n  t he  Pro jec t  Agreement  (as  de f i ned i n  t he  Loan
Agreement ) to be unt rue or resul t  in a v io lat ion of  any covenant  in the Project  Agreement .

In WtTNESS WHEREOF,  the undersigned have hereunto set  h is/her s ignature th is
,  20 .

day  o f

I
S U L P H U R  S P R I N G S  V A L L E Y  E L E C T R I C

C O O P E R A T I V E ,  I N C .
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EXHIBIT D

TERMINATION CERTIFICATE
OF

BORROWER

P u r s u a n t  t o  t h e  L o a n  A g r e e m e n t  d a t e d  a s  o f b y  a n d  b e t w e e n  S U L P H U R
S P R I N G S  V A LLE Y  E LE C TR I C  C O O P E R A TI V E ,  I N C .  ( t he  "B o r row er " )  and  N a t i ona l  R u ra I  U t i l i t i es
Coopera t i ve  F i nance  Corpora t i on  ( "CFC")  re l a t i ng  t o  CFC Loan  Number  AZ014-A-9050-CB001 ( t he
" L o a n  A g r e e m e n t " ) ,  t h e  u n d e r s i g n e d , , d u l y  q u a l i f i e d  o f f i c e r  o f  t h e
Borrower,  hereby cert i f ies as fo l lows:

( i ) a l l  po r t i ons  o f  t he  P ro j ec t  (as  de f i ned  i n  t he  Loan  Agreement )  have  no t  been
ful ly completed substant ia l l y in accordance wi th any plans and speci f i cat ions therefor,  as then
a m e n d e d ,

(i i ) no further acquis i t ion,  const ruct ion or insta l la t ion wi l l  occur w i th respect  to the
Project  (as def ined in the Loan Agreement ),  and

(i i i ) t he  Bor rower  does  no t  i n t end  t o  reques t  aNy  f u r t he r  Advances  (as  de f i ned  i n
the Loan Agreement )  on the Loan (as def ined in  the Loan Agreement ) .

In WITNESS WHEREOF,  the undersigned have hereunto set  his/her signature this
,  20 .

day  o f

S U L P H U R  S P R I N G S  V A L L E Y  E L E C T R I C
C O O P E R A T I V E ,  I N C .

B y
Ti t le:

CFC LOANAG
Az014-A-9050-cB001 (JABLONJ)
117614-2



SECURED PROMISSORY NOTE

I9/W aw;
SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC., an Arizona corporation

(the "Borrower"), for value received, hereby promises to pay, without setoff, deduction,
recoupment or counterclaim, to the order of NATIONAL RURAL UTILITIES COOPERATIVE
FINANCE CORPORATION (the "Payee"), at its office in Hemdon, Virginia office or such other
location at its office in Hemdon, Virginia or such other location as the Payee may designate to
the Borrower, in lawful money of the United States, the principal sum of EIGHT HUNDRED
FORTY THOUSAND AND 00/100 DOLLARS ($840,000.00), or such lesser sum of the
aggregate unpaid principal amount of all advances made by the Payee pursuant to that certain
Loan Agreement dated as of even date herewith between the Borrower and the Payee, as it
may be amended from time to time (herein called the "Loan Agreement"), and to pay interest on
all amounts remaining unpaid hereunder from the date of each advance in like money, at said
office, at the rate and in amounts and payable on the dates provided in the Loan Agreement
together with any other amount payable under the Loan Agreement. If not sooner paid, any
balance of the principal amount and interest accrued thereon shall be due and payable on the
Maturity Date.

$840,000.00 dated as of

This Note is secured under a Restated Mortgage and Security Agreement, dated of
December 6, 2007 between the Bon'ower and the Payee, as it may have been or shall be
supplemented, amended, consolidated or restated from time to time ("Mortgage"). This Note is
one of the Notes referred to in, and has been executed and delivered pursuant to, the Loan
Agreement. \

The principal hereof and interest accrued thereon and any other amount due under the
Loan Agreement may be declared to be forthwith due and payable in the manner, upon the
conditions, and with the effect provided in the Mortgage or the Loan Agreement.

The Borrower waives demand, presentment for payment, notice of dishonor, protest,
notice of protest, and notice of non-payment of this Note.

1n WITNESS WHEREOF the Borrower has caused this Note to be signed in its corporate
name and its corporate seal to be hereunto affixed and to be attested by its duly authorized
officers, all as of the day and year first above written.

SULPHUR SPRINGS VALLEY
ELECTRIC COOPERATIVE, INC.

(SEAL) \
\ l 1. \

I

I

I

By:

Title'

<><3-&1~
/~¢~S¢ Ah ».7(`

Attest
CFZEDEN w. HUBER

CHIEF EXECUTIVE OFFICER
-$9€F€tHf5

Loan No. AZ014-A-9051-CB001

CFC NOTE
Az014-A-9051-CB001 (JABLONJ)
118032-2
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PROJECT AGREEMENT

OF

SULPHUR SPRINGSVALLEY ELECTRICCOOPERAT1VE, INC. (THE "BoR1¢owE1z")

DATED: as of l 3/W QW7
The undersigned is a duly qualified officer of the Borrower named above and, as such

officer, is familiar with (i) the properties, affairs and records of the Borrower, (ii) the issuance of
the Securities (as hereinafter defined) and the use of the proceeds thereof as it relates to the
Borrower and (iii) the Project, as hereinafter defined.

In connection with the issuance of the Clean Renewable Energy Bonds (Cooperative
Renewable Energy Projects) Series 2008A (the "Securities "),being issued by the National Rural
Utilities Cooperative Finance Corporation (the "Issuer"), the undersigned hereby certifies and
covenants regarding tlle use of the proceeds of the Securities advanced to the Borrower, as
follows:

1. General.

1.1 This Project Agreement is made pursuant to Section 54 of the Internal Revenue
Code of 1986, as amended (the "Code"), and any United States Treasury
regulations and other guidance thereunder to make the certifications required by
Section 54 of the Code and any United Stares Treasury regulations and other
guidance thereunder and to establish die reasonable expectations of the Borrower
with respect to the amount and use of amounts to be advanced to the Borrower
pursuant to the Loan Agreement dated as of even date herewith between the
Issuer and the Borrower (the "Loan Agreement"). Capitalized terms used herein
are definedwhere they first appear or are defined in Exhibit A attached hereto

1.2 This Project Agreement is based on facts and estimates in existence on the date
hereof and the continued veracity of these facts and estimates as of the date that
the Securities are issued (the "Closing") will be confirmed by the Borrower on
the date of Closing, and on the basis of such facts and estimates, the Borrower
expects that the events described herein will occur. To the best of  the
undersigned's knowledge, information, and belief; the expectations contained in
this Project Agreement are reasonable

1.3 The Borrower is a Qualified Borrower, as defined inExhibit A, and is responsible
for the acquiringlconstructing/equipping of the Project (defined below). The
undersigned has reviewed this Project Agreement, as well as the provisions of
Section 54 of the Code and any United States Treasury regulations and other
guidance thereunder, with its own legal counsel and understands and is familiar
with this Project Agreement and the provisions of Section 54 and any United
States Treasury regulations and other guidance thereunder. The Borrower will

CFC DOC
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comply in all respects with the provisions of Section 54 and any United States
Treasury regulations and other guidance thereunder.

1.4 The Borrower agrees to keep and retain or cause to be kept and retained sufficient
records to demonstrate compliance with the covenants in this Project Agreement.
Such records shall include, but are not limited to, basic records relating to the
issuance of the Securities (including this Project Agreement and the inducement
resolution as described in Section 3.3 hereof), documentation evidencing the
expenditure of amounts . advanced to the Borrower pursuant to the Loan
Agreement; documentation evidencing the use of property financed with amounts
advanced to the Borrower pursuant to the Loan Agreement, and documentation
evidencing all sources of payment or security maintained by the Borrower for
amounts advanced to the Borrower pursuant to the Loan Agreement. Such
records shall be kept until the date three (3) years aler the CREB Maturity Date.

1.5 Neither the Borrower nor any Related Person (as defined in Exhibit A) to the
Borrower will purchase any Securities.

2. QualifiedProject.

2.1 The Loan Agreement requires the amounts advanced thereunder to be used for
facilities to be owned by the Borrower, described in more detail in Section 2.2
hereof and in Exhibiz'B attached hereto as the "Updated Description of the
Project" (the "Project "). The Project was originally described in an exhibit to the
Application for National Clean Renewable Energy Bond Limitation submitted to
the Internal Revenue Service by the Issuer in support of the national clean
renewable energy bond allocation received by the Issuer, which "Original
Description of the Project" is attached hereto as Exhibit C.

2.2 The Project is a Solar Energy Facility (the "Qualyfving Facility"), as defined in
Exhibit A and property functionally related and subordinate thereto, as further
described in Exh ibid B, attached hereto.

3. Clean Renewable Energy Bonds Qualification.

3.1 At least 95 percent of the proceeds advanced to the Borrower pursuant to the Loan
Agreement will be used by the Borrower for capital expenditures with respect to
the Project. None of theproceeds of the Loan (as defined in the Loan Agreement)
will be paid to the Issuer, the Borrower or any Related Person to die Issuer or the
Borrower, except for amounts paid to the Borrower to reimburse the Borrower for
actual and direct expenditures relating to the Project paid by the Borrower to
persons other than the Issuer, the Borrower or any Related Person to the Issuer or
the Borrower.

3.2 The Borrower has incurred or will, within six months of the Closing Date, incur a
substantial binding obligation (not subject to contingencies within the control of
the Issuer, the Borrower or any Related Person to either of them) to a third party

CFC DOC
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to expend at least ten percent of the Loan Amount (i.e. the total amount to be
advanced to the Borrower pursuant to the Loan Agreement). It is expected that
the work of acquiring/constructing/equipping the Project and the expenditure of
the Loan Amount will proceed with due diligence through September 8, 2008, at
which time it is anticipated that the Loan Amount will have been spent in its
entirety. The Borrower acknowledges that, to the extent that less than 95 percent
of the Loan Amount is expended by a date live years from the date of issuance of
the Securities, the Borrower will be required to prepay its Loan in an amount, and
the Issuer will redeem Securities at the end of such five-year period in an amount,
necessary to maintain the tax credit with respect to the Securities, unless
otherwise permitted by Section 6.5 hereotl

It is expected that all amounts advanced to the Borrower under the Loan
Agreement will be spent to pay costs of the Project in accordance with the
estimated periodic drawdown schedule contained in Exhibit D, attached hereto
The assumptions set forth in this Section 3.2 and on ExhibitD, attached hereto
represent the Borrower's best estimate, as of this date, of the periodic drawdown
schedule of the Loan Amount

3.3 The Borrower may use amounts advanced to the Borrower under the Loan
Agreement to reimburse itself for expenditures paid prior to the date of issuance
of the Securities. The Borrower shall reimburse itself for expenditures paid prior
to the date of issuance of the Securities only if such expenditure was paid after the
Borrower adopted an inducement resolution, and the expenditure is described in
such inducement resolution

The Borrower shall use proceeds of the Loan to reimburse itself for
expenditures paid prior to the date the Securities were issued only if such
reimbursement is made within eighteen months after the later of (i) the date
the expenditure is paid or (ii) the date the Project is placed in service, but in
no event later than three years after the date the original expenditure was
paid

Except for any reimbursement allowed under this Section 3.3, no portion of the
proceeds advanced to the Borrower will be used to pay for expenditures relating
to acquiring existing facilities (as contrasted with costs of enhancements, repair or
rehabilitation of existing facilities)

3.4 Neither the Project nor any portion thereof has been, is expected to be, or will be
sold or otherwise disposed 0£ in whole or in part, prior to the last matiuity date of
the Securities

3.5 The Borrower has entered into the Loan Agreement of even date hereof under
which it is committed to borrow $840,000 'from the Issuer of the Securities and
the Borrower reasonably expects to borrow and expend the fills amount of such
commitment
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3.6 At least 75% of the Loan Amount is expected to be used for Construction
Purposes.

3.7 The Borrower will not use proceeds of the Loan (i) to pre-pay for goods or
services to be received over a period of years prior to the date such goods or
services are to be received, or (ii) to pay for or otherwise acquire goods or
services from an AffiliatedPerson, as defined in Exhibit A.

3.8 The Borrower shall at all times be a Qualified Borrower.

4. Remedial Action.

4.1 The Borrower agrees to operate the Project as a Qualifying Facility.

The Borrower acknowledges that if property financed with proceeds of the
Securities advanced to the Borrower is operated in a manner other than as a
Qualifying Facility such operation may constitute a "deliberate action" that may
require remedial actions to prevent the tax credit being produced by the Securities
from being disallowed.

The Borrower shall promptly contact the Issuer as provided in Section 6.3 hereof
if it considers operating property financed with proceeds of the Loan other than as
a Qualifying Facility.

4.2 The Borrower acknowledges that if property financed with proceeds of the Loan
is sold or otherwise disposed of in a manner contrary to die provisions of
Section 3.4 hereof, such sale or disposition may constitute a "deliberate action"
that may require remedial actions toprevent thetax creditbeing produced by the
Securities from being disallowed. If the Borrower considers the sale or other
disposition of property financed with proceeds of the Loan, it shall promptly
contact the Issuer, in the manner set forth in SectiOn 6.3 hereof

5. Funds and Accounts: Investments.

5.1 Acer the issuance of the Securities, neither the Borrower nor any Related Person
to the Borrower has or will have any property, including cash, securities or any
other property held as a passive vehicle for the production of income or for
investment purposes, that constitutes:

(i) amounts that have a sufficiently direct nexus to the Securities or to
the governmental purpose of die Securities to conclude that the amounts would
have beenusedfor that governmental purpose if the Securities were not used or to
be used for that governmental purpose (the mere availability or preliminary
earmarking of such amounts for a governmental purpose, however, does not itself
establish such a sufficient nexus),
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(ii) amounts in a debt service fund, redemption fund, reserve fund,
replacement fund or any similar fund to the extent reasonably expected to be used
directly or indirectly to pay principal of or interest on the Securities or any
amounts for which there is provided, directly or indirectly, a reasonable assurance
that the amount will be available to pay principal of or interest on the Securities or
any credit enhancement or liquidity device wide respect to the Securities, even if
the Issuer, the Borrower or any Related Person to either of them encounter
financial difficulties; or

(i i i ) any amounts held pursuant to any agreement (such as an agreement
to maintain certain levels of types of assets) made for the benefit of the holders of
the Securities or any credit enhancement provider, including any liquidity device
or negative pledge (e.g., any amount pledged to pay principal of or interest on an
issue held under an agreement to maintain the amount at a particular level for the
direct or indirect benefit of holders of the Securities or a guarantor of the
Securities).

No compensating balance, liquidity account, negative pledge of property held for
investment proposes required to be maintained at least at a particular level or
similar arrangement exists with respect to, in any way, the Securities or any credit
enhancement or liquidity device related to the Securities.

5.2 During the acquiring/constructing/equipping of the Project, the Borrower will
only draw down amounts from the Issuer for capital expenditures already paid by
the Borrower.

5.3 Neither the Borrower nor any Related Person to the Borrower will enter into any
hedge (e.g., an interest rate swap, interest rate cap, fixtures contract, forward
contract or an option) with respect to the Loan or the Securities.

5.4 All property subject to the Mortgage is and will be used by the Borrower in the
conduct of its trade or business. The Borrower reasonably expects to repay the
Loan 'from current operating revenues. The Mortgage does not require that cash
securities, obligations, annuity contracts or other property held principally as a
passive vehicle for the production of income be maintained, individually or
collectively, at any particular level

Miscellaneous

6.1 This Project Agreement shall be governed by and construed in accordance with
the laws of the Commonwealth of Virginia

6.2 Prior to the date 15 days before the Securities were sold, neither the Borrower nor
any Related Person to the Borrower has sold or delivered any obligations that are
reasonably expected to be paid out of substantially the same source of funds as the
Securities. Neither the Borrower nor any RelatedPerson to theBorrower will sell
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or deliver within 15 days after the date hereof any obligations that are reasonably
expected to be paid out of substantially the same source of funds as the Securities.

6.3 All notices provided for herein shall be given or made in writing (including,
without limitation, by telecopy) and delivered to the Issuer at the "Address for
Notices" specified below. All such communications shall be deemed to have
been duly given (i) when personally delivered including, without limitation, by
overnight mail or courier service, (ii) in the case of notice by United States mail,
certified or registered, postage prepaid, return receipt requested, upon receipt
thereof; or (iii) in the case of notice by telecopy, upon transmission thereof;
provided such transmission is promptly confirmed by either of the methods set
forth iii clauses (i) or (ii) above in each case given or addressed as provided for
herein. The Address for Notices of the Issuer is as follows:

National Rural Utilities Cooperative Finance Corporation
2201 Cooperative Way
Herndon, Virginia 20171 -3025
Attention: Senior Vice President - Member Services
Fax #703-709-6776

6.4 The Borrower represents that it has not been contacted by the Internal Revenue
Service or any issuer of bonds, the proceeds of which were loaned to the
Borrower regarding any examination of any tax exempt bonds issued for the
benefit of the Borrower. To the best of the knowledge of the Borrower, no such
obligations of the Borrower are currently under examination by the Internal
Revenue Service.

6.5 Any restriction or covenant contained herein need not be observed or may be
changed if such nonobservance or change will not result in the loss of any tax
credit under Section 54 of the Code for the purpose of federal income taxation to
which the Securities is otherwise entitled and the Borrower receives an opinion of
Bond Counsel to such effect and the Issuer agrees to such nonobservance or
change.

6.6 If any clause, provision or section of this Project Agreement is led invalid by
any court of competent jurisdiction, the invalidity of such clause, provision or
section shall not affect any of theremaining clauses, sections or provisions hereof

6.7 The terms, provisions, covenants and conditions of this Project Agreement shall
bind and inure to the benefit of the respective successors and assigns of the Issuer
and the Borrower.

6.8 This Project Agreement shall terminate on the date three (3) years after theCREB
Maturity Date.
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The undersigned acknowledge that this Project Agreement is given as a basis for an
opinion of the law firm of Chapman and Cutler LLP, Chicago, Illinois, and such firm is hereby
authorized to rely on this Project Agreement.

DATED as of the day and year flrst above written.

By n o Y a m

Title f»-¢ePé¢.~IF

SULPHUR SPRINGS VALLEY ELECTRIC
COOPERATIVE, INC.

\ \ l  '

_
_

I
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EXHIBIT A

DEFINITIONS

"Affiliated Person " means any Person that (a) at any time during the six months prior to
the Closing Date, (i) has more than five percent of the voting power of the governing body of the
Issuer or the Borrower in the aggregate vested in its directors, officers, owners, and employeesor
(ii) has more than five percent of the voting power of its governing body in the aggregate vested
in directors, officers, board members, owners, members or employees of the Issuer or the
Borrower or (b) during the one-year period beginning six months prior to the Closing Date, (i)
the composition of the governing body of which is modified or established to reflect (directly or
indirectly) representation of the interests of the Issuer or the Borrower (or for which an
agreement, understanding, or arrangement relating to such a modification or establishment
during that one-year period) or (ii) the composition of the governing body of the Issuer or the
Borrower is modified or established to reflect (directly or indirectly) representation of the
interests of such Person (or for which an agreement, understanding, or arrangement relating to
such a modification or establishment during that one-year period) .

"Bond Counsel" means Chapman and Cutler LLP or any other nationally recognized
firm of attorneys experienced in the field of municipal obligations whose opinions are generally
accepted by purchasers of municipal obligations.

"Closing Date" means the date the Issuer issues the Securities.

"Code " means the Internal Revenue Code of 1986, as amended.

"Constructed Personal Property" means tangible personal property (or, if acquired
pursuant to a single acquisition contract, properties) or Specially Developed Computer Software
if(i) a substantial portion of the property or properties is completed More than six (6) months
after the earlier of the date construction or rehabilitation commenced and the date the Borrower
entered into an acquisition contract, (ii) based on the reasonable expectations of the Borrower, if
any, or representations of the person constructing the property, with the exercise of due
diligence, completion of construction or rehabilitation (and delivery to the issuer) could not have
occurred within that six-month period, and (iii) if the Borrower itself builds or rehabilitates the
property, not more than 75 percent of the capitalizable cost is attributable to property acquired by
the Borrower (e.g., components, raw materials, and other supplies).

"Construction Purposes" means capital expenditures that are allocable to the cost ofReal
Property or Constructed Personal Property. Except as provided in the next succeeding sentence,
construction expenditures do not include expenditures for acquisitions of interests in land or
other existing real property. Expenditures are not for the acquisition of an interest in existing
real property other than land if the contract between the seller and the Borrower requires the
seller to build or install the property (e.g., a turnkey contract), but only to the extent that the
property has not been built or installed at the time the parties enter into the contract.
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"Control" means the possession, directly or indirectly through others, of either of the
following discretionary and non-ministerial rights or Powers over another entity (i) to approve
and to remove without cause a controlling portion of the governing body of a Controlled Entity,
or (ii) to require the use of funds or assets of a Controlled Entity for any purpose.

"Controlled Entity" means any entity or one of a group of entities that is subject to
Control by a Controlling Entity or group of Controlling Entities..

"Controlled Group " means a group of entities directly or indirectly subject to Control by
the same entity or group of entities, including the entity that has the Control of the other entities.

"Controlling Entity" means any entity or one of a group of entities directly or indirectly
having Control of any entities or group of entities.

"CREB Maturity Date " shall have the meaning ascribed to it in the Loan Agreement.

"Governmental Body" means any State, territory, possession of the United States, the
District of Columbia, Indian tribal government, and any political subdivision thereof

"Mortgage " means the mortgage and security agreement applicable to substantially all of
the property of the Borrower.

"Qualified Borrower" means (i) a mutual or cooperative electric company described in
Sections 501(c)(l2) or 1381(a)(2)(C) of the Code, or (ii) a Governmental Body (as defined
above).

"Real Properly" means land and improvements to land, such as buildings or other
inherently permanent structures, including interests in real property. For example, real property
includes wiring in a building, plumbing systems, central heating or air-conditioning systems,
pipes or ducts, elevators, escalators installed in a building, paved parking areas, roads, wharves
and docks, bridges, and sewage lines.

"Related Person " means any member of the same Controlled Group as the Issuer or the
Borrower and any person related to the Issuer or a Borrower wi thin the meaning of
Section 144(a)(3) of the Code.

_

"Solar Energy Facility " means a facility using solar energy to produce electricity.

"Specially Developed Computer Software" means any programs or routines used to
cause a computer to perform a desired task or set of tasks, and the documentation required to
describe and maintain those programs, provided that the software is specially developed and is
functionally related and subordinate to real property or other constructed personal property.

"Tangible Personal Property" means any tangible property other than real property,
including interests 'in tangible personal property. For example, tangible personal property
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includes machinery that is not a structural component of a building, subway cars, tire trucks,
automobiles, office equipment, testing equipment, and furnishings.
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EXHIBIT B

UPDATED DESCRIPTION OF THE PROJECT

I C FC  A pp l i ca t i on
Bond Proceeds Needed for Project :
Bond Al locat ion Requested and Received:

N o .  21  S u l f u r  S p r i ngs  V a l l ey  E C ,  I nc .

$840,000
$840,000

Name of Project Willcox Unified School District Photovoltaic Solar
Automobile Parldng Shade Structure

Project Street Address

Willcox High School
240 Bisbee Avenue
Willcox, AZ 85643

Willcox Middle School
360 Bisbee Avenue
Willcox, AZ 85643

Wi l l cox  E lementary  Schoo l
501 W. Delos St reet
W i l l cox ,  AZ  85643

C oun t y Coch ise County

Ind iv idual  Name to Contact
Com pany  Nam e
Street  Address
ci t y ,  State,  Z ip
Te lephone Number
Fax

Jack Bla i r
Su l f u r  Spr i ngs  Va l l ey  E lec t r i c  Coopera t i ve ,  I nc .

311  E .  W i l cox  D r i ve
Sierra V ista,  AZ 85635
(520)  515-3470
( 5 2 0 ) 4 5 8 - 3 4 6 7

Updated Detailed Description of the Project: No changes .

Details of the Project and costs of the components such as land, site prep, equipment,
m̀stallation,otherdedicatedfacilities suchas transmission, and capacity.
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EXHIBIT C

ORIGINAL DESCRIPTION OF THE PROJECT

[COPY oF ExH181T A To ISSUER APPUCAT1ON To THE IRS]
CLEAN RENEWABLE ENERGY BONDS APPLICATION

EXHIBIT A

SULPHUR SPRINGS VALLEYELECTRIC COOPERATXVE, INC.

wII.I.cox UNIFIED Scnoox. D1STRICr PHOTOVOLTAIC SOLAR AUTOMOBILE PARKING SHADE
STRUCTURE

This project will place photovoltaic modules costing $280,000 each, that will produce 20 kW of
electricity in the automobile parking shade structures in the three Willcox Unified School
District school parldng lots, as noted in item 9 of the application. The PV structure will provide
electricity to the respective school at no charge. There will also be a cable connection to a
computer in the library of each school to show students how the system is worldng.

This project is the identical project that Navopache Electric Cooperative in Arizona built in 2001
that continues to Motion with no issues/problems.

SSVEC wil l  operate and maintain the structure. Any excess power produced wil l  f low back to
the SSVEC grid.

The PV structures at the schools wil l  significantly reduce their electric bil ls, which have been
disproportionately large due to the per meter monthly surcharges mandated by the Environmental
Portfolio Program (EPP), and approved by the Arizona Corporation Commission. All customers
pay the EPP fees to SSVEC, which uses them to fund renewable energy projects. Since each
school has many meters, they pay the EPP a disproportionately large amount of dollars. The
benefit of reduced electric bills will offset their payments into the fund.

The RFP issued by Sulphur Springs Valley Electric Cooperative follows.

CFC DOC
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SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC.
A ToucHsTonE ENERGY® COOPERATIVE

FOR THE ELECTRIC COOPERATIVES IN THE STATE OF ARIZONA

REQUEST
A

PROPOSAL

F o r

A PHOTOVOLTAIC SYSTEM
USED FOR

CARPORT OR SHADE STRUCTURES
F o r

PUBLIC BUILDINGS

ISSUED: Aucusr 1, 2005

Narrative: The Electric Cooperatives in Arizona (Duncan Valley EC, Graham County
EC, Mohave EC, Navopache EC, Sulfur Springs Valley EC, Trico EC and Arizona Electric

Power Cooperative, Inc.) request a proposal for a modular designed system to supply a low to
30 kW Photovoltaic (PV) system. System size is relative to the space available for the PV panels
on each site. System may consist of multiple free standing modules interconnected to meet the 10
to 30 kW size requirement. Modules to be used as free standing carports or Hee standing covers
for walkways to provide shade. These systems are to be used at public buildings to increase the
awareness of PV systems and operations and systems will be sized based on the available space.
Base pricing for 10, 15, 20, 25, and 30 kW systems are requested (systems may be rounded to the
nearest kw increment). The interconnection cost from the PV system to nearest distribution
panel will be on a case by case basis due to the variation in sites. This RFP is not all-inclusive
and contractor may include other specifications or requirements they feel are necessary for a
successful venture.

This RFP is released on August 1,2005 and response must be in a written proposal by
October 1, 2005. For questions or clarification of details please contact Albert Gomez (520-515
3473) orDavid Bane (520-5 l 5-3472)

SCOPE OFWORK -THE CONTRACTORWILL BE RESPONSIBLE FOR THE FOLLOWING

Structural design of the supporting PV structures (carport and walkway)
One line circuit diagrams for approval by local Cooperative's engineering department
Complete wiring diagrams (to be included in owner manual)
Isolation transformers as needed to meet the NEC
Purchase and installation of all components

CFC DOC
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Systems test period of 4-6 weeks prior to transfer of title of equipment to site owner
Any required Permits (Cooperative will reimburse actual cost of permits)
Meter socket on the A/C output of the inverter(s)
Interconnection with Customers electric service
Fencing around inverters and other equipment as required for security and public safety
Project to meet or exceed SunWatts standards
Basic training for site owner / site operator
Operators Manual

THE COOPERATIVE WILLPROVIDE THE FOLLOWING:

Meter to measure AC output from PV system to owners electric panel
Written pennission &om site owner to build the PV Module
Act as the point of contact with the installation Contractor on behalf of the site owner

STRUCTURAL DESIGN REQUIREMENTS :

The basic structure is to support the PV cells but must be able to work as a carport with
all the required clearances. Support should be in a cantilever style to allow easy parking, spacing
on vertical supports should be in multiples of 10 feet to be able to match typical parldng lot
spacing, height should allow the parking of full size passenger vans, and structure does not have
to be water proof (providing shade to vehicles is secondary to the production of energy). Sample
profile (to show intent not required design) is on page 4. Ideal structure would have the ability to
support PV panels that would be effective if the long side of the structure is in a North-South as
well as East~West orientation.

PV DESIGN REQUIREMENTS :

•

•

PV panels shall have warranty for a minimum of 15 years to cover rated output (output
degradation not to exceed 20% over life of panel)
All system components will be UL certified
System will include isolation transformers per section 250-30 of the NEC
Polyphase inverter with voltage to match customer's system
Inverter to match capacity of project
15 year manufacturers warranty on Inverter (contractor may use an extended warranty

insurance policy to meet 15 year requirement)
Contractor will warranty repair labor at 100% for first 5 years, 66% of labor for second 5

years, and 33% of labor for remaining 5 years, (limited to warranty repairs)
Interconnection costs from site of PV system to nearest practical distribution panel will be

on a case by case basis, (site selection process will keep this as short as possible)

SUNWAT'rS REQUIREMENTS :

One-line drawings subject to approval by local Cooperative's engineering department
Units to operate in parallel with grid

CFC DOC
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Includes protection for out of frequency problems
Low harmonics
Inverter must disconnect in the event grid power is lost
Lockable safety switch located between the inverter and meter socket

TRAINING REQUIREMENTS :

The Contractor will prov ide suff icient time with the site owner to explain how to
disconnect the system, locate inverter, identify all junction boxes between the modules, and
identify any system warning lights or displays. Contractor will also provide system manual with
basic operating instructions and all the associated warranty information and manufacturer
contacts listed.
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EXHIBIT D

MDNTHLY DRAWDOWN SCHEDULE oF AMOUNTS To BE ADVANCED To THE
BORROWER PURSUANT TO THE LOAN AGREEMENT

DATE ON WHICH PROCEEDS ARE
EXPECTED To BE EXPENDED

AMOUNTS OF PROCEEDS TO BE
EXPENDED

August  25,  2008
September 1,  2008
September 8,  2008

$280,000
$280,000
$280,000
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SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC.

To

NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE CORPORATION

Issuer

LOAN AGREEMENT

Dated as of E / , 2002

Clean Renewable Energy Bonds
(Cooperative Renewable Energy Projects) Series 2008A

of National Rural Utilities Cooperative Finance Corporation
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LOAN AGREEMENT

LOAN AGREEMENT (this "Agreement") dated as of ,
between SULPHUR SPRINGS VALLEY ELECTRIC COOPERATIVE, INC. ("BolTower"), a
corporation organized and existing under the laws of the State of Arizona and NATIONAL RURAL
UTILITIES COOPERATIVE FINANCE CORPORATION ("CFC"), a cooperative association
organized and existing under the laws of the District of Columbia.

RECITALS

WHEREAS, the Borrower has applied to CFC for a loan for the purposes set forth in
Scheduie 1 hereto, and CFC is willing to make such a loan to the Borrower on the terms and
conditions stated herein. and

WHEREAS, the Borrower has agreed to execute a promissory note to evidence an
indebtedness in the aggregate principal amount of the CFC Commitment (as hereinafter defined).

now, THEREFORE, for and in consideration of the premises and the mutual covenants
hereinafter contained, the parties hereto agree and bind themselves as follows:

ARTICLE I

DEFINITIONS

Section 1.01 For purposes of this Agreement, the following capitalized rems shall have the
following meanings (such definitions to be equally applicable to the singular and the plural form
thereof). Capitalized terms that are not defined herein shall have the meanings as set forth in the
Mortgage.

"Accounting Requirements" shall mean any system of accounts prescribed by a federal
regulatory authority having jurisdiction over the Borrower or, in the absence thereof, the requirements
of GAAP applicable to businesses similar to that of the Borrower.

"Advance"shall mean each advance of funds by CFC to the Borrower pursuant to the terms
and conditions of this Agreement, including the Initial Advance and the Primary Advance.

"Authorized Officer of the Borrower" means the Chairman, General Manager or Chief
Financial Officer of the Borrower or any other person authorized by the Board of the Borrower so to
act or any other person performing a function similar to the function performed by any such officer or
authorized person

Average DSCRatio" shall mean the average of the Borrower's two highest annual DSC
Ratios during the most recent three calendar years

Bond Counsel" means an attorney at law or a firm of attorneys (designated by CFC and
acceptable to the Trustee) of nationally recognized standing in matters pertaining to the tax-exempt
nature of interest or tax credits on bonds issued by states and their political subdivisions, duly
admitted to the practice of law before the highest court of any state of the United States of America

CFC LOANAG
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"Business Day" shall mean any day that both CFC and the depository institution CFC
utilizes for funds transfers hereunder are open for business.

"CFC Commitment" shall have the meaning as defined in Schedule 1.

"CFC CREB Rate" shall mean the interest rate charged by CFC for loans made by CFC from
proceeds of the CREBs which rate shall not exceed one hundred and fifty basis points (150/100 of
1%) per annum. »

"Closing Date" shall mean the date CFC issues the CREBs.

"Code" shall mean the Internal Revenue Code of 1986, as supplemented and amended.

"Completion Certificate" shal l  mean the cert i f i cate of  the Borrower requi red
Section 5.01 .p of this Agreement, substantially in the form of Exhibit C hereto.

by

"CREBs" shall mean the series of Securities issued by CFC to provide financing for the
Project.

"CREB Maturity Date" shall mean the maturity date of the CREBs, which shall be the
December 15th prior to the Maximum CREB Term Anniversary Date.

"Debt Service Coverage ("DSC") Ratio" shall mean the ratio determined as follows: for any
calendar year add (i) Operating Margins, (ii) Non-Operating Margins--Interest, (iii) Interest Expense,
(iv) Depreciation and Amortization Expense, and (v) cash received in respect of generation and
transmission and other capita! credits, and divide the sum so obtained by the sum of all payments of
Principal and Interest Expense required to be made during such calendar year; provided, however,
that in the event that any amount of Long~Term Debt has been refinanced during such year, the
payments of Principal and Interest Expense required to be made during such year on account of
such refinanced amount of Long-Term Debt shall be based (in lieu of actual payments required to be
made on such refinanced amount of Long-Term Debt) upon the larger of (i) an annualization of the
payments required to be made with respect to the refinancing debt during the portion of such year
such refinancing debt is outstanding or (ii) the payment of Principal and Interest Expense required to
be made during the following year on account of such refinancing debt

Default Rate" shall mean a rate per annum equal to one hundred and fifty basis points
(1501100 of 1%)

Depreciation and Amortization Expense" shal l  mean an amount const i tut ing the
depreciation and amortization of the Borrower computed pursuant to Accounting Requirements

Determination of Tax Credit Ineligibility" shall mean a determination that a particular
series of Securities does not qualify for a tax credit for the owner thereof under Section 54 of the
Code. which determination shall be deemed to have been made upon the occurrence of the Hrst to
occur of the following

(a) the date on which CFC determines that there is a significant likelihood that a
particular series of Securities may not qualify for a tax credit, if  such determination is
supported by a written opinion of Bond Counsel to that effect, or
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"Hazardous Material" shall mean any (a) petroleum or petroleum products, radioactive
materials, asbestos-containing materials, polychlorinated biphenyls, lead and radon gas, and (b) any

"Governmental Authority" shall mean the government of the United States of America, any
other nation or government, any state or other political subdivision thereof, whether state or local,
and any agency, authority, instrumentality, regulatory body, court or other entity exercising executive,
legislative, judicial, taxing, regulatory or administrative Powers or functions of or pertaining to
government.

"GAAP" shall mean generally accepted accounting principles set forth in the opinions and
pronouncements of the Accounting Principles Board and the American Institute of Certified Public
Accountants and statements and pronouncements of the Financial Accounting Standards Board.

"Funds Requisition Statement" shall mean the certificate of the Borrower, in the tom set
forth as Exhibit A to this Agreement, by which the Borrower will obtain an advance of funds from CFC
under the Loan.

"Equity" shall mean the aggregate of  the Borrowel"s equities and margins computed
pursuant to Accounting Requirements.

"Environmental Laws" shall mean all laws, rules and regulations promulgated by any
Governmental Authority, with which Borrower is required to comply, regarding the use, treatment,

management,
distribution, transport, release of or exposure to any Hazardous Material.
discharge, storage,

"Distributions" shall mean, with respect to the Borrower, any dividend, patronage refund,
patronage capital retirement or cash distribution to its members, or consumers (including but not
limited to any general cancellation or abatement of charges for electric energy or services furnished
by the Borrower). The term "Distribution" shall not include (a) a distribution by the Borrower to the
estate of a deceased patron, (b) repayment by the Borrower of a membership fee upon termination of
a membership, or (c) any rebate to a patron resulting from a cost abatement received by the
Borrower, such as a reduction of wholesale power cost previously incurred.

"Event of Default"

"Draw Period" shall have the meaning as described in Schedule 1 hereto.

(b) the date on which CFC shall receive notice in writing that the Trustee has been
advised by the owner of any Security that a particular series of Securities does not qualify for
a tax credit for the owner thereof, based upon a final determination made either by: (A) the
Internal Revenue Service in a published or private ruling or technical advice memorandum or
(B) any court of competent jurisdiction in the United States of America, as a result of a failure
by CFC or any borrower to observe any agreement or representation in the Tax Compliance
Agreement or a Loan Agreement or Project Agreement relating to the proceeds of the
Securities. Any such determination will not be considered Tina! for this purpose unless the
Owner of the Securities involved in the proceeding or action resulting in the determination (i)
gives CFC and the Trustee prompt written notice of the commencement thereof and (ii) if
CFC agrees to pay all expenses in connection therewith and to indemnify such Owner of the
Securities against all liabilities in connection therewith, offers CFC an opportunity to contest
the determination, either directly or in the name of the Owner of the Securities, and until
conclusion of any review, if sought.

shall have the meaning as described in Article VI hereof.

handling, manufacture, generation, processing, recycling,
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other substance designated as hazardous or toxic or as a pollutant or contaminant under any
Environmental Law.

"Indenture"shall mean the Indenture between CFC and U.S. Bank Trust Company National
Association, relating to the first issue of Securities, pursuant to which the Securities, including the
CREBS are issued, as supplemented and amended.

"Initial Advance" shall mean the Advance made by CFC on the Closing Date pursuant to
Section 3.02.A hereof to fund a portion of CFC's costs in issuing the CREBs attributable to the CFC
Commitment, including, but not limited to, original issue discount, underwriting discount and other
costs of issuance, including, without limitation, rating agency costs and legal, underwriting and
Trustee expenses.

3

"Interest Expense" shall mean an amount constituting the interest expense with respect to
Long~Term Debt of the Borrower computed pursuant to Accounting Requirements. in computing
Interest Expense, there shall be added, to the extent not other/vise included, an amount equal to 33-
1/3% of the excess of Restricted Rentals paid by the Borrower over 2% of the Borrower's Equity.

"Lien" shall mean any statutory or common law consensual or non-consensual mortgage,
pledge, security interest, encumbrance, lien, right of set off, claim or charge of any kind, including,
without limitation, any conditional sale or other title retention transaction, any lease transaction in the
nature thereof and any secured transaction under the Uniform Commercial Code.

"Loan" shall mean the loan made by CFC to the Borrower, pursuant to this Agreement and
the Note, in an aggregate principal amount not to exceed the CFC Commitment.

"Loan Capital Term Certificate" or "LCTC" shall mean a certificate, or book entry form of
account, evidencing the Borrower's purchase of equity in CFC.

"Loan Documents" shall mean this Agreement, the Note, the Mortgage, the Project
Agreement and ail other documents or instruments executed, delivered or executed and delivered by
the Borrower and evidencing, securing, governing or otherwise pertaining to, the Loan.

"Long-Term Debt" shall mean an amount constituting the long-term debt of the Borrower
computed pursuant to Accounting Requirements.

"Maturity Date" shall mean the Payment Date immediately prior to the CREB Maturity Date
permitted for the CREBs under Section 54(e)(2) of the Code as in effect on the Closing Date.

"Maximum CREB Term Anniversary Date" shall mean the anniversary of the Closing Date
that occurs at the maximum term permitted for the CREBs under Section 54(e)(2) of the Code as in
effect on the Closing Date.

"Mortgage" shall have the meaning as described in Schedule 1 hereto.

MortgagedProperly" shall have the meaning ascribed to it in the Mortgage

Non-Operating Margins--lnterest" shall mean the amount representing the interest
component of non~operating margins of the Borrower computed pursuant to Accounting
Requirements
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"Note" shall mean the secured promissory note, payable to the order of CFC, executed by
the Borrower, dated as of even date herewith, pursuant to this Agreement as identified on Schedule
1 hereto and shall include any substitute note or modification thereto.

"Obligations" shall mean any and all liabilities, obligations or indebtedness owing by the
Borrower to CFC, of any kind or description, irrespective of whether for the payment of money,
whether direct or indirect, absolute or contingent, due or to become due, now existing or hereafter
arising.

"Operating Margins" shall mean the amount of patronage capital and operating margins of
the Borrower computed pursuant to Accounting Requirements.

"Payment Date" shall mean the Hrst (1st) day of each of March, June and September and
December.

"Payment Notice" shall mean a notice furnished by CFC to the Borrower that indicates the
amount of each payment of interest or interest and principal and the total amount of each payment
due.

"Permitted Encumbrances"shall have the meaning ascribed to it in the Mortgage.

"Person"shall mean natural persons, cooperatives, corporations, limited liability companies,
limited partnerships, general partnerships, limited liability partnerships, joint ventures, associations,
companies. trusts or other organizations, irrespective of whether they are legal entities, and
Governmental Authorities.

"Prlmary Advance" shall mean the Advance made by CFC to the Borrower pursuant to
Section 3.02.B hereof two Business Days after the Closing Date to reimburse Borrower for costs of
the Project.

"Principal" shall mean the amount of principal billed on account of Long-Term Debt of the
Borrower computed pursuant to Accounting Requirements.

"Project"shall mean the project being financed pursuant to the Loan, as further described in
Schedule 1.

"Project Account" means an account created pursuant to the Indenture within the Project
Fund related to the CREBs.

"Project Agreement" shall mean the Project Agreement, dated as of even date herewith,
executed by the Borrower with respect to the Project and the CREBs.

"Project Fund"means the Project Fund created and identified as such in the Indenture.

"Restricted Rentals" shall mean all rentals required to be paid under finance leases and
charged to income, exclusive of any amounts paid under any such lease (whether or not designated
therein as rental or additional rental) for maintenance or repairs, insurance, taxes, assessments,
water rates or similar charges. For the purpose of this definition the term "finance lease" shall mean
any lease having a rental term (including the term for which such lease may be renewed or extended
at the option of the lessee) in excess of three (3) years and covering property having an initial cost in
excess of $250,000 other than automobiles, trucks, trailers, other vehicles (including without
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limitation aircraft and ships), office, garage and warehouse space and office equipment (including
without limitation computers).

"Securities" shall mean one or more series of clean renewable energy bonds issued by CFC
under the Indenture.

"Subsidiary" as to any Person, shall mean a corporation, partnership, limited partnership,
limited liability company or other entity of which shares of stock or other ownership interests having
ordinary voting power (other than stock or such other ownership interests having such power only by
reason of the happening of a contingency) to elect a majority of the board of directors or other
managers of such entity are at the time owned, or the management of which is otherwise controlled,
directly or indirectly through one or more intermediaries, or both, by such Person. Unless otherwise
qualif ied, all references to a "Subsidiary" or to "Subsidiaries" in this Agreement shall refer to a
Subsidiary or Subsidiaries of the Borrower.

"Tax Compliance Agreement" means a tax compliance certificate and agreement of CFC
with respect to a series of Securities, as accepted by the Trustee, as amended.

"Termination Cert i f i cate"  shal l  mean the cer t i f i cate of  the Borrower requi red by
Section 5.01 .Q of this Agreement, substantially in the form of Exhibit D hereto.

"TotaI Assets" shall mean an amount constituting the total assets of the Borrower computed
pursuant to Accounting Requirements.

"TotaI Utility Plant" shall mean the amount constituting the total utility plant of the Borrower
computed pursuant to Accounting Requirements.

"Trustee" shall mean U.S. Bank Trust Company National Association and its successors and
assigns.

ARTICLE II

REPRESENTATIONS AND WARRANTIES

Section 2.01 The Borrower represents and warrants to CFC that as of  the date of  this
Agreement

A Good Standing. The Borrower is duly organized, validly existing and in good
standing under the laws of the jurisdiction of its incorporation or organization, is duly qualified to do
business and is in good standing in those states in which it is required to be qualified to conduct its
business. The Borrower is a member in good standing of CFC

Subsidiaries and Ownership. Schedule 1 hereto sets forth a complete and accurate
list of the Subsidiaries of the Borrower showing the percentage of the Borrower's ownership of the
outstanding stock, membership interests or partnership interests, as applicable, of each Subsidiary

Authority; Validity. The Borrower has the power and authority to enter into this
Agreement, the Note, the Project Agreement and the Mortgage, to make the borrowing hereunder, to
execute and deliver all documents and instruments required hereunder and to incur and perform the
obligations provided for herein, in the Note, in the Project Agreement and in the Mortgage, all of
which have been duly authorized by all necessary and proper action, and no consent or approval of
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any Person, including, as applicable and without limitation, members of the Borrower, which has not
been obtained is required as a condition to the validity or enforceability hereof or thereof.

Each of this Agreement, the Note, the Project Agreement and the Mortgage is, and when fully
executed and delivered will be, legal, valid and binding upon the Borrower and enforceable against
the Borrower in accordance wi th i ts terms, subject to appl icable bankruptcy, insolvency,
reorganization, moratorium or other laws affecting creditors' rights generally and subject to general
principles of equity.

D. No Conflicting Agreements. The execution and delivery of the Loan Documents
and performance by the Borrower of the obligations thereunder, and the transactions contemplated
hereby or thereby, will not: (i) violate any provision of law, any order, rule or regulation of any court or
other agency of government, any award of any arbitrator, the articles of incorporation or by-laws of
the Borrower, or any indenture, contract, agreement, mortgage, deed of trust or other instrument to
which the Borrower is a party or by which it or any of its property is bound, or (ii) be in conflict with,
result in a breach of or constitute (with due notice and/or lapse of time) a default under, any such
award, indenture, contract agreement mortgage, deed of trust or other instrument, or result in the
creation or
assets of the Borrower.

or imposition of any Lien (other than contemplated hereby) upon any of the property

The Borrower is not in default in any material respect under any agreement or instrument to which it
is a party or by which it is bound and no event or condition exists which constitutes a default, or with
the giving of notice or lapse of time, or both, would constitute a default under any such agreement or
instrument.

Taxes. The Borrower, and each of its Subsidiaries, has filed or caused to be filed all
, state and local tax returns which are required to be filed and has paid or caused to be paid

all federal, state and local taxes, assessments, and governmental charges and levies thereon,
including interest and penalties to the extent that such taxes, assessments, and governmental
charges and levies have become due, except for such taxes, assessments, and governmental
charges and levies which the Borrower or any Subsidiary is contesting in good faith by appropriate
proceedings for which adequate reserves have been set aside.

E.
federal

F. Licenses and Permits. The Borrower has duly obtained and now holds all licenses,
permits, certifications, approvals and the like necessary to own and operate its property and business
that are required by Governmental Authorities and each remains valid and in full force and effect.

G. Litigation. There are no outstanding judgments, suits, claims, actions or proceedings
pending or, to the knowledge of the Borrower, threatened against or affecting the Borrower, its
Subsidiaries or any of their respective properties which, if adversely determined, either individually or
collectively, would have a material adverse effect upon the business, operations, prospects, assets,
liabilities or financial condition of the Borrower or its Subsidiaries. The Borrower and its Subsidiaries
are not, to the Borrower's knowledge, in default or violation with respect to any judgment, order, writ,
injunction, decree, rule or regulation of any Governmental Authority which would have a material
adverse effect upon the business, operations, prospects, assets, liabilities or financial condition of the
Borrower or its Subsidiaries.

H. Financial Statements. The balance sheet of the Borrower as at the date identified in
Schedule 1 hereto, the statement of operations of the Borrower for the period ending on said date,
and the interim financial statements of the Borrower, all heretofore furnished to CFC, are complete
and correct. Said balance sheet fairly presents the financial condition of the Borrower as at said date
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and said statement of operations fairly reflects its operations for the period ending on said date. The
Borrower has no contingent obligations or extraordinary forward or long-term commitments except as
specifically stated in said balance sheet or herein. There has been no material adverse change in
the financial condition or operations of the Borrower from that set forth in said financial statements
except changes disclosed in writing to CFC prior to the date hereof.

I. Borrower's Legal Status. Schedule 1 hereto accurately sets forth: (i) the Borrower's
exact legal name, (ii) the Borrower's organizational type and jurisdiction of organization, (iii) the
Borrower's organizational identification number or accurate statement that the Borrower has none,
and (iv) the Borrower's place of business or, if more than one, its chief executive office as well as the
Borrower's mailing address if different.

J. Required Approvals. Other than the CREBs allocation received from the internal
Revenue Service, no license, consent or approval of any Governmental Authority is required to
enable the Borrower to enter into this Agreement, the Project Agreement, the Note and the
Mortgage, or to perform any of its Obligations provided for in such documents, including without
limitation (and if applicable), that of any state public utilities commission, any state public service
commission, and the Federal Energy Regulatory Commission, except as disclosed in Schedule 1
hereto, all of which the Borrower has obtained prior to the date hereof.

K. Compliance With Laws. The Borrower and each Subsidiary is in compliance, in all
material respects, with all applicable requirements of law and all applicable rules and regulations of
each Governmental Authority.

L. Disclosure. To the Borrower's knowledge, information and belief , neither this
Agreement nor any document, certificate or financial statement furnished to CFC by or on behalf of
the Borrower in connection herewith (all such documents, certificates and financial statements, taken
as a whole) contains any untrue statement of a material fact or omits to state any material fact
necessary in order to make the statements contained herein and therein not misleading.

M. No Other Liens. As to property which is presently included in the description of
Mortgaged Property, the Borrower has not, without the prior written approval of CFC, executed or
authenticated any security agreement or mortgage, or filed or authorized any financing statement to
be filed with respect to assets owned by it, other than security agreements, mortgages and financing
statements in favor of CFC, except as disclosed in writing to CFC prior to the date hereof or relating
to Permitted Encumbrances.

N. Environmental Matters. Except as to matters which individually or in the aggregate
would not have a material adverse effect upon the business or financial condition of the Borrower or
its Subsidiaries, (i) Borrower is in compliance with all Environmental Laws (including, but not limited
to, having any required permits and licenses), (ii) there have been no releases (other than releases
remediated in compliance with Environmental Laws) from any underground or aboveground storage
tanks (or piping associated therewith) that are or were present at the Mortgaged Property, (iii)
Borrower has not received written notice or claim of any violation of any Environmental Law, (iv)
there is no pending investigation of Borrower in regard to any Environmental Law, and (v) to the best
of Borrower's knowledge, there has not been any release or contamination (other than releases or
contamination remediated in compliance with Environmental Laws) resulting from the presence of
Hazardous Materials on properly owned, leased or operated by the Borrower

Project Agreement. As set forth in the Project Agreement, the Project constitutes "a
qualified project" as defined in Section 54(d)(2)(A) of the Code. As set forth in the Project Agreement

o
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the Borrower constitutes currently, and will remain through the period that the CREBs remain
outstanding, "a Qualified Borrower", meaning a (i) mutual or cooperative electric company described
in Sections 501(c)(12) or 1381 (a)(2)(C) of the Code, or (ii) a Governmental Body, which is defined as
any state, territory possession of the U.S., the District of Columbia, india tribal government, and any
political subdivision thereof. The statements, information and descriptions contained in the Project
Agreement are true, correct and complete, and do not contain any untrue statement or misleading
statement of a material fact, and do not omit to state a material fact required to be stated therein or
necessary to make the statements, information and descriptions contained therein, in the light of the
circumstances under which they were made, not misleading, and the estimates and the assumptions
contained in the Project Agreement are reasonable and based on the best information available to
the Borrower.

ARTICLE III

LOAN

Section 3.01 Definitions. For purposes of this Article 3, the following capitalized terms shall
have the following meanings:

"Borrower's Annual Bond Repayment Amount" shall mean the amount determined by
dividing the CFC Commitment by the number of years from the Closing Date to the Maximum CREB
Term Anniversary Date, which amount shall be recalculated on the date CFC rescinds any excess
moneys pursuant to Section 3.05 or 3.06 hereof.

"Quarterly Bond Deposit Amount" shall mean for each Payment Date, the amount
determined by subtracting from the Quarterly Bond Repayment Amount the principal amount payable
by the Borrower pursuant to Section 3.03.A(ii)(b)(1) on such Payment Date.

"Quarterly Bond Repayment Amount"
Bond Repayment Amount.

shall mean one-fourth (%) of the Borrower's Annual

Section 3.02 Advances. The obligation of the Borrower to repay the Advances shall be
evidenced by the Note. The aggregate amount of all Advances made hereunder shall not exceed the
CFC Commitment. At the end of the Draw Period, CFC shall have no further obligation to make
Advances.

A. Initial Advance. Borrower hereby agrees that on the Closing Date, CFC shall
automatically, and without action by Borrower, make the Initial Advance. On the Closing Date, CFC
shall notify Borrower of the final amount of the Initial Advance and the amount of the CFC
Commitment remaining for Borrower to subsequently Advance.

B. Subsequent Advances.

(it The Borrower may submit a request for the Primary Advance to CFC in writing (which
may be submitted by facsimile) no later than 12:00 noon local time at CFC's offices in
Herndon, Virginia seven Business Days prior to the Closing Date. The Primary
Advance may be requested in any amount up to the CFC Commitment. CFC shall
make the Primary Advance two Business Days after the Closing Date in the lesser of
(i) the aggregate amount of such requested Primary Advance, and (ii) the amount of
the CFC Commitment less the amount of the Initial Advance.
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(ii) Except as set forth in 3.02.A and 3.02.B(i) hereof, the Borrower shall submit its
request for an Advance to CFC in writing (which may be submitted by facsimile) no
later than 12:00 noon local time at CFC's offices in Herndon, Virginia at least two (2)
Business Days prior to the last Business Day of any calendar month. Borrower may
make multiple requests for Advances during any calendar month in any amount so
long as the aggregate amount of all Advances requested in such month is in an
amount not less than $100,000.00, provided, however that at such time as there
remains less than $100,000.00 available for Advance hereunder, Borrower may
request the entirety of such remaining amount. CFC shall make a single Advance to
Borrower on the first Business Day of the calendar month following Borrower's
request(s) for an Advance. Such Advance shall be in the aggregate amount of all
Advances requested by Borrower in the prior month, provided however that at such
time as there remains less than $100,000.00 available for Advance hereunder and
Borrower requests the entirety of such remaining amount, CFC shall Advance the
entirety of such remaining amount.

Section 3.03 Interest Rate and Payment. The Note shall be payable and bear interest as
follows:

Payments; Maturity; Amortization.

(i) The Note shall be due and payable on the Maturity Date.

(ii) On each Payment Date, the Borrower shall promptly pay the following:

A.

(a) accrued interest on the principal amount of the Loan outstanding less the amount
of the Initial Advance, and

(b) the Quarterly Bond Repayment Amount, consisting of:

(1) the principal amount due on any outstanding Advances, determined on the
basis of a quarterly amortization schedule from the date of each Advance,
and

(2) the Quarterly Bond Deposit Amount.

(iii) If not sooner paid, any amount due on account of the unpaid principal, interest
accrued thereon and fees, if any, shall be due and payable on the Maturity Date

(iv) Each Advance shall amortize on a level principal payment basis from the date thereof
through the Maturity Date

(v) CFC will furnish to the Borrower a Payment Notice at least ten (10) days before each
Payment Date, provided, however, that CFC's failure to send a Payment Notice shall not constitute a
waiver by CFC or be deemed to relieve the Borrower of its obligation to make payments as and when
due as provided for herein

(vi) No provision of this Agreement or of any Note shall require the payment, or permit the
collection, of interest in excess of the highest rate permitted by applicable law
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Borrower agrees that the records of, and all computations by, CFC (in whatever media they are
recorded or maintained) as to the amount of principal, interest, fees and Quarterly Bond Deposit
Amount due on the Loan shall be conclusive in the absence of manifest error.

B. Application of Payments. Each payment shall be applied to the Loan, first to any
fees, costs, expenses or charges other than interest or principal, second to interest accrued, third to
the Quarterly Bond Deposit Amount and the balance to principal.

c . Application of Bond Repayment Deposit. At such time as the aggregate amount
billed by CFC in any calendar year on account of amortized principal under this Agreement exceeds
the Borrower's Annual Bond Repayment Amount for such year, CFC shall apply a portion of the
Borrower's prior payments of the Quarterly Bond Deposit Amount in the amount of such overage to
principal then due. Until such time, Borrower's payments of the Quarterly Bond Deposit AmountshalI
not reduce the amount of principal outstanding and subject to amortization. Any amount paid by the
Borrower under this Agreement on account of the Quarterly Bond Deposit Amount in excess of the
principal amount of the fully advanced Loan shall be refunded to the Borrower on the Maturity Date.

D. Interest Rate Computation. Each Advance except the Initial Advance shall bear
interest at the CFC CREB Rate which shall apply until the Maturity Date. The Initial Advance shall
not bear interest. Interest on Advances shall be computed on the basis of a 30-day month and 360-
day year.

Section 3.04. Extraordinary Obligation to Prepay. Upon a Determination of Tax Credit
Ineligibility that subjects the CREBs to an extraordinary mandatory redemption due to a failure of the
Borrower to observe any agreement or representation in this Loan Agreement (as more particularly
described in paragraph (b) of the defined term "Determination of Tax Credit Ineligibility"), the
Borrower shall prepay the Loan, or such part thereof as determined by CFC, at such times and in
such amounts as determined by CFC within sixty (60) days of such determination together with a
prepayment premium prescribed by CFC pursuant to its policies of general application In effect from
time to time.

Section 3.05. Rescission of Excess Moneys; Fee. If the Borrower has not drawn down
the full amount of the CFC Commitment at (i) the time of filing the Completion Certificate under
Section 5.01P. hereof, (ii) the time of filing the Termination Certificate under 5.01Q. hereof, (iii) a
Determination of Tax Credit Ineligibility or (iv) the end of the Draw Period, a corresponding rescission
of the amount of principal available to be drawn on the Note as calculated by CFC shall automatically
be made without further action by the Borrower. CFC shall release the Borrower from its obligations
hereunder as to such rescinded portion, provided the Borrower complies with such terms and
conditions as CFC may impose for such release including, without limitation, payment of any
rescission fee that CFC may from time to time prescribe, pursuant to its policies of general
application.

Section 3.06. Cancellation of Excess Moneys. If the Borrower has not drawn down the full
amount of the CFC Commitment at the time CFC determines that it will cease making Advances
hereunder pursuant to Section 7.01 hereof, a corresponding cancellation of the amount of principal
available to be drawn on the Note as calculated by CFC shall automatically be made without action
by the Borrower.

Section 3.07. Default Rate. If Borrower defaults on its obligation to make a payment due
hereunder by the applicable Payment Date, and such default continues for thirty days thereafter, then

J
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beginning on the thirty-first day after the Payment Date and for so long as such default continues,
Advances shall bear interest at the Default Rate.

Section 3.08. Patronage Capital, Interest Rate Discounts. No patronage capital shall be
earned, and no interest rate discounts shall apply, to the Loan.

Section 3.09. Optional Prepayment. Except for prepayments made pursuant to
Section 3.04 hereof, no prepayment of any Advance, in whole or in part, may be made by the
Borrower.

ARTICLE IV

CONDITIONS OF LENDING

Section 4.01 The obl igation of  CFC to make any Advance hereunder is subject to
satisfaction of the following conditions in form and substance satisfactory to CFC:

A. Legal Matters. All legal matters incident to the consummation of the transactions
hereby contemplated shall be satisfactory to counsel for CFC.

B. Documents. CFC shall have been furnished with (i) the executed Loan Documents,
(ii) certified copies of all such organizational documents and proceedings of the Borrower authorizing
the transactions hereby contemplated as CFC shall require, (iii) an opinion of counsel for the Borrow-
er addressing such legal matters as CFC shall reasonably require, and (iv) all other such documents
as CFC may reasonably request.

c. Government Approvals. The Borrower shall have furnished to CFC true and correct
copies of  all certif icates, authorizations, consents, permits and l icenses from Governmental
Authorities necessary for the execution or delivery of the Loan Documents or performance by the
Borrower of the obligations thereunder.

D. Representations and Warranties. The representations and warranties contained in
Article II shall be true on the date of the making of each Advance hereunder with the same effect as
though such representations and warranties had been made on such date, no Event of Default and
no event which, with the lapse of time or the notice and lapse of time would become such an Event of
Default, shall have occurred and be continuing or will have occurred after giving effect to each
Advance on the books of the Borrower, there shall have occurred no material adverse change in the
business or condition, financial or otherwise, of the Borrower, and nothing shall have occurred which
in the opinion of CFC materially and adversely affects the Borrower's ability to perform its obligations
hereunder.

E. Mortgage Recordation. The Mortgage (and any amendments, supplements or
restatements as CFC may require from time to time) shall have been duly filed, recorded or indexed
in all jurisdictions necessary (and in any other jurisdiction that CFC shall have reasonably requested)
to provide CFC a lien, subject to Permitted Encumbrances, on all of.the Borrower's real property, all
in accordance with applicable law, and the Borrower shall have paid all applicable taxes, recording
and filing fees and caused satisfactory evidence thereof to be furnished to CFC.

UCC Filings. Uniform Commercial Code financing statements (and any continuation
statements and other amendments thereto that CFC shall require from time to time) shall have been
duly filed, recorded or indexed in all jurisdictions necessary (and in any other jurisdiction that CFC
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shall have reasonably requested) to provide CFC a perfected security interest, subject to Permitted
Encumbrances, in the Mortgaged Property which may be perfected by the f iling of a f inancing
statement, all in accordance with applicable law, and the Borrower shall have paid all applicable
taxes, recording and filing fees and caused satisfactory evidence thereof to be furnished to CFC.

G. Requisitions. The Borrower will requisition each Advance by submitting its written
requisition to CFC in the form attached as Exhibit A hereto. Requisitions for Advances shall be made
only for the purposes set forth in Schedule 1 hereto.

H. Other Information. The Borrower shall have furnished such other information as
CFC may reasonably require, including but not limited to (i) information regarding the specif ic
purpose for an Advance and the use thereof, (ii) feasibility studies, cash flow projections, financial
analyses and pro forma f inancial statements suf f icient to demonstrate to CFC's reasonable
satisfaction that after giving effect to the Advance requested, the Borrower shall continue to achieve
the DSC ratio set forth in Section 5.01.A herein, to meet all of its debt service obligations, and
otherwise to perform and to comply with all other Covenants and conditions set forth in this
Agreement, and (iii) any other information as CFC may reasonably request. CFC's obligation to
make any Advance hereunder is conditioned upon prior receipt and approval of the Borrower's
written requisition and other information and documentation, if any, as CFC may have requested
pursuant to this paragraph.

I. Issuance of Bonds. CFC shall have issued CREBS in an amount not less than the
CFC Commitment.

J. CREB Allocation. CFC shall have received an allocation in the amount of the CFC
Commitment from the U.S. Department of Treasury for the Borrowers Project under its Securities
program.

K. Tax Credit Ineligibility. There shall have occurred no Determination of Tax Credit
Ineligibility with regard to the Borrower or the Project.

L. Bring Down Certificate. Two (2) Business Days prior to the Closing Date, the
Borrower shall furnish CFC with a certificate of an Authorized Officer of the Borrower in the form of
Exhibit B hereto, certifying that all of the representations and warranties set forth in Article II hereof
are true on the Closing Date.

ARTICLE v

COVENANTS

Section 5.01 Affirmative Covenants. The Borrower covenants and agrees with CFC that
until payment in full of the Note and performance of all obligations of the Borrower hereunder:

A. Financial Ratios; Design of Rates. The Borrower shall achieve an Average DSC
Ratio of not less than 1.35. The Borrower shall not decrease its rates for electric service if it has
failed to achieve a DSC Ratio of 1.35 for the calendar year prior to such reduction subject only to an
order from a Governmental Authority properly exercising jurisdiction over the Borrower.

B. Loan Proceeds. The Borrower shall use the proceeds of this Loan solely for the
purposes identified on Schedule 1 hereto.

I
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c. Notice. The Borrower shall promptly notify CFC in writing of:

(i) any material adverse change in the business, operations, prospects, assets, liabilities
or financial condition of the Borrower,

(ii) the institution or threat of any litigation or administrative proceeding of any nature
involving the Borrower which could materially affect the business, operations, prospects, assets,
liabilities or financial condition of the Borrower,

(iii) the occurrence of an Event of Default hereunder, or any event that, with the giving of
notice or lapse of time, or both, would constitute an Event of Default.

D. Default Notices. Upon receipt of any notices with respect to a default by the
Borrower under the terms of any evidence of any indebtedness with parties other than CFC or of any
loan agreement, mortgage or other agreement relating thereto, the Borrower shall deliver copies of
such notice to CFC.

E. Annual Certificates.

(i) W ithin one hundred twenty (120) days af ter the close of  each calendar year,
commencing with the year in which the initial Advance hereunder shall have been made, the
Borrower will deliver to CFC a written statement in form and substance satisfactory to CFC, signed

, and that
to the best of said person's knowledge, the Borrower has fulfilled all of its obligations under this
Agreement, the Project Agreement, the Note, and the Mortgage throughout such year or, if there has
been a default in the fulfillment of any such obligations, specifying each such default known to said
person and the nature and status thereof.

by the Borrower's General Manager or Chief Executive Officer stating that during such year,

(ii) The Borrower shall deliver to CFC within one hundred twenty (120) days of CFC's
written request which shall be no more frequently than once every year, a certification, in form and

condition of the Mortgaged Property prepared by a
The Borrower shall also deliver to CFC such other

substance satisfactory to CFC, regarding the
professional engineer satisfactory to CFC.
information as CFC may reasonably request from time to time.

F. Loan Capital Term Certificate Purchase. The Borrower will purchase LCTCS, if
required, in an amount calculated pursuant to CFC's policies of general application and shall pay for
such LCTCs as required thereby. CFC's policies with respect to such LCTCs are set forth in
Schedule 1.

G. Financial Books; Financial Reports, Right of Inspection. The Borrower wit at all
times keep, and safely preserve, proper books, records and accounts in which full and true entries
will be made of all of  the dealings, business and affairs of  the Borrower, in accordance with
Accounting Requirements. When requested by CFC, the Borrower will prepare and furnish CFC
from time to time, periodic financial and statistical reports on its condition and operations. All of such
reports shall be in such form and include such information as may be specified by CFC. Within one
hundred twenty (120) days of the end of each calendar year during the term hereof, the Borrower
shall furnish to CFC a full and complete report of its f inancial condition and statement of its
operations as of the end of such calendar year, in form and substance satisfactory to CFC. in
addition, within one hundred twenty (120) days of the end of each the Borrowers fiscal years during
the term hereof, the Borrower shall furnish to CFC a full and complete consolidated and consolidating
report of its financial condition and statement of its operations as of the end of such fiscal year

w e
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audited and certified by independent certified public accountants nationally recognized or otherwise
satisfactory to CFC and accompanied by a report of such audit in form and substance satisfactory to
CFC, including without limitation a consolidated and consolidating balance sheet and the related
consol idated and consol idating statements of  income and cash f l ow.  CFC,  t hrough i t s
representatives, shall at all times during reasonable business hours and upon prior notice have
access to, and the right to inspect and make copies of, any or all books, records and accounts, and
any or all invoices, contracts, leases, payrolls, canceled checks, statements and other documents
and papers of every kind belonging to or in the possession of the Borrower or in anyway pertaining to
its property or business.

H. Notice of Additional Secured Debt. The Borrower will notify CFC promptly in writing
if it incurs any additional secured indebtedness other than indebtedness to CFC or indebtedness
otherwise provided for in the Mortgage.

I. Funds Requisition. The Borrower agrees (i) that CFC may rely conclusively upon the
written instructions submitted to CFC in the Borrower's written request for an Advance hereunder,
(ii) that such instructions shall constitute a covenant under this Agreement to repay the Advance in
accordance with such instructions, the applicable Note, the Mortgage, the Project Agreement and
this Agreement, and (iii) to request Advances only for the purposes set forth in Schedule 1 hereto.

J. Compliance With Laws. The Borrower and each Subsidiary shal l  remain in
compliance, in all material respects, with all applicable requirements of law and applicable rules and
regulations of each Governmental Authority.

K. Taxes. The Borrower shall  pay, or cause to be paid al l  taxes, assessments or
governmental charges lawfully levied or imposed on or against it and its properties prior to the time
they become delinquent, except for any taxes, assessments or charges that are being contested in
good faith and with respect to which adequate reserves as determined in good faith by the Borrower
have been established and are being maintained.

L. Further Assurances. The Borrower shall execute any and all further documents,
financing statements, agreements and instruments, and take all such further actions (including the
filing and recording of f inancing statements, f ixture tilings, mortgages, deeds of trust and other
documents), which may be required under any applicable law, or which CFC may reasonably
request, to effectuate the transactions contemplated by the Loan Documents or to grant, preserve,
protect or perfect the Liens created or intended to be created thereby. The Borrower also agrees to
provide to CFC, from time to time upon request, evidence reasonably satisfactory to CFC as to the
perfection and priority of the Liens created or intended to be created by the Loan Documents.

M. Environmental Covenants. Borrower shall:

(i) at its own cost, comply in al! material respects with all applicable Environmental Laws,
including, but not limited to, any required remediation, and

(ii) i f  i t  receives any wri t ten communication al leging Borrower's v iolat ion of  any
Environmental Law, provide CFC with a copy thereof within ten (10) Business Days after receipt, and
promptly take appropriate action to remedy, cure, defend, or otherwise affirmatively respond to the
matter.

n. Limitations on Loans, Investments and Other Obligations. The aggregate amount
of all purchases, investments, loans, guarantees, commitments and ether obligations described in
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Section 5.02.D(i) of this Agreement shall at all times be less than fifteen percent (15%) of Total Utility
Plant or fifty percent (50%) of Equity, whichever is greater.

O. Tax Status of the CREBs. The Borrower shall utilize the Project or cause it to be
utilized as provided in the Project Agreement until the CREB Maturity Date. No use will be made of
the proceeds of the CREBs other than as set forth herein and in the Project Agreement and no
changes will be made in the Project or in the operation or beneficial use thereof (including, without
limiting the generality of the foregoing, the use of the Project by the Borrower or any related person)
without an opinion of Bond Counsel that such a use or change will not adversely affect the eligibility
of the CREBs to qualify for a tax credit for the owner thereof, for federal income tax purposes. The
Borrower agrees and warrants that it will not take or authorize or permit any action to be taken and
has not taken or authorized or permitted any action to be taken and will not fail to take any action to
comply with the Project Agreement which adversely affects the eligibility of the CREBs to qualify for a
tax credit for the owner thereof, for federal income tax purposes. This agreement and warranty shall
survive the termination of this Agreement.

P. Completion Certificate. The Borrower shall submit to CFC within 30 days after the
completion of the Project, a Completion Certificate signed by an Authorized Officer of the Borrower.

Q. Termination Certificate. If  the Borrower determines that the Project will not be
completed as described in Section 5.01.P above. then the Borrower shal l  submit to CFC a
Termination Certificate, within 30 days of a determination that:

(i)
Project, and

no further acquisition, construction or installation will occur with respect to the

(ii) the Borrower does not intend to make any further Advances.

R. Other Information. The Borrower shall furnish such other information as CFC may
reasonably require relating to the Project.

Section 5.02 Negative Covenants. The Borrower covenants and agrees with CFC that until
payment in full of the Note and performance of all obligations of the Borrower hereunder, the
Borrower will not, directly or indirectly, without CFC's prior written consent:

A. Limitations on Mergers. Consolidate with, merge, or sell all or substantially all of its
business or assets, or enter into an agreement for such consolidation; merger or sale, to another
entity or person unless such action is either approved, as is evidenced by the prior written consent of
CFC, or the purchaser, successor or resulting corporation is or becomes a member in good standing
of  CFC and assumes the due and punctual payment of  the Note and the due and punctual
performance of the covenants contained in the Mortgage and this Agreement.

B. Limitations on Sale, Lease or Transfer of Capital Assets, Application of
Proceeds. Sell, lease or transfer (or enter into an agreement to sell, lease or transfer) any capital
asset, except in accordance with this Section 5.02.B. If no Event of Default (and no event which with
notice or lapse of time and notice would become an Event of Default) shall have occurred and be
continuing, the Borrower may, without the prior written consent of CFC, sell, lease or transfer (or
enter into an agreement to sell, lease or transfer) any capital asset in exchange for fair market value
consideration paid to the Borrower if the value of such capital asset is less than five percent (5%) of
Total Utility Plant and the aggregate value of capital assets sold, leased or transferred in any 12-
month period is less than ten percent (10%) of Total Utility Plant.
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c. Limitation on Dividends, Patronage Refunds and Other Distributions.

(i) Make Distributions in any calendar year if, after giving effect to the Distribution, the total
Equity of the Borrower will be less than twenty percent (20%) of its Total Assets.

(ii) If, after giving effect to the Distribution, the total Equity of the Borrower will be less than
twenty percent (20%) of its Total Assets, then the Borrower may nevertheless make Distributions of
up to thirty percent (30%) of its total margins for the preceding calendar year.

(iii) Notwithstanding anything to the contrary in subparagraphs (i) and (ii) above, the Borrower
shall not make any Distribution without the prior written consent of CFC if an Event of Default under
this Agreement has occurred and is continuing.

D. Limitations on Loans, Investments and Other Obligations.

(i) (a) Purchase, or make any commitment to purchase, any stock, bonds, notes, debentures,
or other securities or obligations of or beneficial interests in, (b) make, or enter into a commitment to
make, any other investment, monetary or otherwise, in, (c) make, or enter into a commitment to
make, any loan to, or (d) guarantee, assume, or otherwise become liable for, or enter into a
commitment to guarantee, assume, or otherwise become liable for, any obligation of any Person if,
after giving effect to such purchase, investment, loan, guarantee or commitment, the aggregate
amount thereof would exceed the greater of fifteen percent (15%) of Total Utility Plant or fifty percent
(50%) of Equity.

(ii) The following shall not be included in the limitation of purchases, investments, loans and
guarantees in (i) above: (a) bonds, notes, debentures, stock, or other securities or obligations issued
by or guaranteed by the United States or any agency or instrumentality thereof, (b) bonds, notes,
debentures, stock, commercial paper, subordinated capital certif icates, or any other security or
obligation issued by CFC or by institutions whose senior unsecured debt obligations are rated by at
least two nationally recognized rating organizations in either of their two highest categories, (c)
investments incidental to loans made by CFC; (d) any deposit that is fully insured by the United
States, (e) loans and grants made by any Governmental Authority to the Borrower under any rural
economic development program, but only to the extent that such loans and grants are non-recourse
to the Borrower, and (f) unretired patronage capital allocated to the Borrower by CFC, a cooperative
from which the Borrower purchases electric power, or a statewide cooperative association of which
Borrower is a member.

(iii) In no event may the Borrower take any action pursuant to subsection (i) if an Event of
Default under this Agreement has occurred and is continuing,

E. Organizational Change. Change its type of organization or other legal structure,
except as permitted by Section 5.02.A. hereof, in which case the Borrower shall provide at least 30
days prior written notice to CFC together with all documentation reflecting such change as CFC may
reasonably require.

F. Notice of Change in Borrower Information. Change its (i) state of incorporation, (ii)
legal name, (iii) mailing address, or (iv) organizational identification number, if it has one, unless the
Borrower provides written notice to CFC at least thirty (30) days prior to the effective date of any
such change together with all documentation reflecting any such change as CFC may reasonably
require.
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ARTICLE VI

EVENTS OF DEFAULT

Section 6.01 The following shall be "Events of Default" under this Agreement:

A. Representations and Warranties. Any representation or warranty made by the
Borrower herein, or in any of the other Loan Documents, or in any certificate or financial statement
furnished to CFC hereunder or under any of the other Loan Documents shall prove to be false or
misleading in any material respect.

B. Payment. The Borrower shal l  fai l  to pay (whether upon stated maturi ty,  by
acceleration, or otherwise) any principal, interest, premium (if any) or other amount payable under
the Note and the Loan Documents within five (5) Business Days after the due date thereof.

c. Other Covenants.

(i) No Grace Period. Failure of the Borrower to observe or perform any covenant
or agreement contained in the Project Agreement or in Sections 5.01 .A, 5.01 .B,
5.01.D, 5.01.E, 5.01.G, 5.01 .|, 5.01.N, 5.01 .O and 5.02 of this Agreement.

(ii) Thirty Day Grace Period. Failure of the Borrower to observe or perform any
other covenant or agreement contained in this Agreement or any of the other Loan
Documents, which shall remain unremedied for thirty (30) calendar days after written
notice thereof shall have been given to the Borrower by CFC.

D. Legal Existence, Permits and Licenses. The Borrower shall forfeit or otherwise be
deprived of (i) its authority to conduct business in the jurisdiction in which it is organized or in any
other jurisdiction where such authority is required in order for the Borrower to conduct its business in
such jurisdiction or (ii) permits, easements, consents or licenses required to carry on any material
portion of its business.

.  E . Other CFC Obligations. The Borrower shal l  be in breach or defaul t  of  any
Obligation, which breach or default continues uncured beyond the expiration of any applicable grace
period.

F. Other Obligations. The Borrower shall (i) fail to make any payment of any principal,
premium or any other amount due or interest on any indebtedness with parties other than CFC which
shall remain unpaid beyond the expiration of any applicable grace period, or (ii) be in breach or
default with respect to any other term of any evidence of any other indebtedness with parties other
than CFC or of any loan agreement, mortgage or other agreement relating thereto which breach or
default continues uncured beyond the expiration of any applicable grace period, if the effect of such
failure, default or breach is to cause the holder or holders of that indebtedness to cause that
indebtedness to become or be declared due prior to its stated maturity (upon the giving or receiving
of notice, lapse of time, both or otherwise)

Involuntary Bankruptcy. An involuntary case or other proceeding shal l  be
commenced against the Borrower seeking liquidation, reorganization or other relief with respect to it
or its debts under bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the
appointment of a trustee, receiver, liquidator, custodian or other similar official of it or any substantial
part of its property and such involuntary case or other proceeding shall continue without dismissal or
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stay for a period of sixty (60) days, or an order for relief shall be entered against the Borrower under
the federal bankruptcy laws or applicable state law as now or hereafter in effect.

H. Insolvency. The Borrower shall commence a voluntary case or other proceeding
seeking liquidation, reorganization or other relief  with respect to itself  or its debts under any
bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the appointment of a
trustee, receiver, liquidator, custodian or other similar official of it or any substantial part of its
property, or shall consent to any such relief or to the appointment of or taking possession by any
such official in an involuntary case or proceeding commenced against it, or shall make a general
assignment for the benefit of creditors, or shall admit in writing its inability to, or be generally unable
to, pay its debts as they become due, or shall take any action to authorize any of the foregoing.

I. Dissolution or Liquidation. Other than as provided in subsection H. above, the
dissolution or liquidation of the Borrower, or failure by the Borrower promptly to forestall or remove
any execution, garnishment or attachment of such consequence as will impair its ability to continue
its business or fulf ill its obligations and such execution, garnishment or attachment shall not be
vacated within sixty (60) days. The term "dissolution or liquidation of the Borrower", as used in this
subsection, shall not be construed to include the cessation of the corporate existence of the Borrower
resulting either from a merger or consolidation of the BolTower into or with another corporation
following a transfer of all or substantially all its assets as an entirety, under the conditions set forth in
Section 5.02.A.

J. Material Adverse Change. Any material  adverse change in the business or
condition, financial or otherwise, of the Borrower.

K. Monetary Judgment. The Borrower shall suffer any money judgment not covered by
insurance, writ or warrant of attachment or similar process involv ing an amount in excess of
$100,000 and shall not discharge, vacate, bond or stay the same within a period of sixty (60) days.

L. Nonmonetary Judgment. One or more nonmonetary judgments or orders (including,
without limitation, injunctions, writs or warrants of attachment, garnishment, execution, distrait,
replevin or similar process) shall be rendered against the Borrower that, either individually or in the
aggregate, could reasonably be expected to have a material adverse effect upon the business,
operations, prospects, assets, liabilities or financial condition of the Borrower.

ARTICLE VII

REMEDIES

Section 7.01 If any of the Events of Default listed in Section 6 hereof shall occur after the
date of this Agreement and shall not have been remedied within the applicable grace periods
specified therein, then CFC may:

(i)

(ii)

Cease making Advances hereunder,

Declare all unpaid principal outstanding on the Note, all accrued and unpaid interest
thereon, and all other Obligations to be immediately due and payable and the same
shall thereupon become immediately due and payable without presentment, demand,
protest or notice of any kind, all of which are hereby expressly waived,
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(iii) Exercise rights of setoff or recoupment and apply any and all amounts held, or hereby
held, by CFC or owed to the Borrower or for the credit or account of the Borrower
against any and all of the Obligations of the Borrower now or hereafter existing
hereunder or under the Note, including, but not l imited to, patronage capital
allocations and retirements, money due to Borrower from equity certificates purchased
from CFC, and any membership or other fees that would otherwise be returned to
Borrower but excluding any LCTCs purchased by the Borrower pursuant to this
Agreement. The rights of CFC under this section are in addition to any other rights
and remedies (including other rights of setoff or recoupment) which CFC may have.
The Borrower waives all rights of setoff, deduction, recoupment or counterclaim,

(iv) Pursue all  rights and remedies available to CFC that are contemplated by the
Mortgage and the other Loan Documents in the manner, upon the conditions, and with
the effect provided in the Mortgage and the other Loan Documents, including, but not
limited to, a suit for specific performance, injunctive relief or damages,

(v) Pursue any other rights and remedies available to CFC at law or in equity.

Nothing herein shall limit the right of CFC to pursue all rights and remedies available to a creditor
following the occurrence of an Event of Default. Each right, power and remedy of CFC shall be
cumulative and concurrent, and recourse to one or more rights or remedies shall not constitute a
waiver of any other right, power or remedy.

ARTICLE VIII

MISCELLANEOUS

Section 8.01 Notices. All notices, requests and other communications provided for herein
including, without limitation, any modifications of, or waivers, requests or consents under, this
Agreement shall be given or made in writing (including, without limitation, by telecopy) and delivered
to the intended recipient at the "Address for Notices" specified below, or, as to any party, at such
other address as shall be designated by such party in a notice to each other party. All such
communications shall be deemed to have been duly given (i) when personally delivered including,
without limitation, by overnight mail or courier service, (ii) in the case of notice by United States mail,
certified or registered, postage prepaid, return receipt requested, upon receipt thereof, or (iii) in the
case of notice by telecopy, upon transmission thereof, provided such transmission is promptly
confirmed by either of the methods set forth in clauses (i) or (ii) above in each case given or
addressed as provided for herein. The Address for Notices of each of the respective parties is as
follows:

National Rural Utilities Cooperative Finance Corporation
2201 Cooperative Way
Herndon, Virginia 2017143025
Attention: Senior Vice President .- Member Services
Fax # 703-709-6776

The Borrower:

The address set forth in
Schedule 1 hereto

av
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Section 8.02 Expenses. Borrower shall reimburse CFC for any reasonable costs and
out-of-pocket expenses paid or incurred by CFC (including, without limitation, reasonable fees and
expenses of outside attorneys, paralegals and consultants) for all actions CFC takes, la) to enforce
the payment of any Obligation, to effect collection of any Mortgaged Property, or in preparation for
such enforcement or collection, (b) to institute, maintain, preserve, enforce and foreclose on CFC's
security interest in or Lien on any of the Mortgaged Property, whether through judicial proceedings or
otherwise, (c) to restructure any of the Obligations, (d) to review, approve or grant any consents or
waivers hereunder, (e) to prepare, negotiate, execute, deliver, rev iew, amend or modify this
Agreement, (f ) to prepare, negotiate, execute, del iver, rev iew, amend or modify any other
agreements, documents and instruments deemed necessary or appropriate by CFC in connection
with any of  the foregoing, and (g) to obtain any opinions required to be furnished upon a
Determination of Tax Credit Ineligibility and an extraordinary prepayment as set forth in Section 3.04
hereof or a rescission of excess money as set forth in Section 3.05 or a cancellation of excess
moneys as set forth in Section 3.06.

The amount of all such expenses identif ied in this Section 8.02 shall be secured by the
Mortgage and shall be payable upon demand, and if not paid, shall accrue interest at the Default
Rate,

Section 8.03 Late Payments. If payment of any amount due hereunder is not received at
CFC's office in Herndon, Virginia, or such other location as CFC may designate to the Borrower
within five (5) Business Days after the due date thereof, the Borrower will pay to CFC, in addition to
all other amounts due under the terms of the Loan Documents, any late payment charge as may be
fixed by CFC from time to time pursuant to its policies of general application as in effect from time to
time.

Section 8.04. Non-Business Day Payments. If any payment to be made by the Borrower
hereunder shall become due on a day which is not a Business Day, such payment shall be made on
the next succeeding Business Day and such extension of time shall be included in computing any
interest in respect of such payment.

Section 8.05 Filing Fees. To the extent permitted by law, the Borrower agrees to pay all
expenses of CFC (including the reasonable fees and expenses of its counsel) in connection with the
filing, registration, recordation or perfection of the Mortgage and any other security instruments as
may be required by CFC in connection with this Agreement,
documentary stamps, recordation and transfer taxes and other costs and taxes incident to execution,
filing, registration or recordation of any document or instrument in connection herewith. The Borrower
agrees to save harmless and indemnify CFC from and against any liability resulting from the failure to
pay any required documentary stamps, recordation and transfer taxes, recording costs, or any other
expenses incurred by CFC in connection with this Agreement. The provisions of this subsection shall
survive the execution and delivery of this Agreement and the payment of all other amounts due under
the Loan Documents.

including, without limitation, all

Section 8.06 Waiver; Modification. No failure on the part of CFC to exercise, and no delay
in exercising, any right or power hereunder or under the other Loan Documents shall operate as a
waiver thereof, nor shall any single or partial exercise by CFC of any right hereunder, or any
abandonment or discontinuance of steps to enforce such right or power, preclude any other or further
exercise thereof or the exercise of any other right or power. No modification or waiver of any
provision of this Agreement, the Note or the other Loan Documents and no consent to any departure
by the Borrower therefrom shall in any event be effective unless the same shall be in writing by the
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party granting such modification, waiver or consent, and then such modification, waiver or consent
shall be effective only in the specific instance and for the purpose for which given.

SECTION 8.07
JURY TRIAL.

GOVERNING LAW; SUBMISSION TO JURISDICTION; WAIVER OF

(A) THE PERFORMANCE AND CONSTRUCTION OF THIS AGREEMENT AND THE NOTE
SHALL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE
COMMONWEALTH OF VIRGINIA.

(B) THE BORROWER HEREBY SUBMITS TO THE NON~EXCLUSIVE JURISDICTION OF
THE UNITED STATES COURTS LOCATED IN VIRGINIA AND OF ANY STATE COURT SO
LOCATED FOR PURPOSES OF ALL LEGAL PROCEEDINGS ARISING OUT OF OR RELATING
TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY. THE BORROWER
IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY
OBJECTIONS THAT IT MAY NOW OR HEREAFTER HAVE TO THE ESTABLISHING OF THE
VENUE OF ANY SUCH PROCEEDINGS BROUGHT IN SUCH A COURT AND ANY CLAIM THAT
ANY SUCH PROCEEDING HAS BEEN BROUGHT IN AN INCONVENIENT FORUM.

(C) THE BORROWER AND CFC EACH HEREBY IRREVOCABLY WAIVES, TO THE
FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY AND ALL RIGHT TO TRIAL BY
JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT
OR THE TRANSACTIONS CONTEMPLATED HEREBY.

SECTION 8.08 INDEMNIFICATION. THE BORROWER HEREBY INDEMNIFIES AND
AGREES TO HOLD HARMLESS, AND DEFEND CFC AND ITS MEMBERS, DIRECTORS,
OFFICERS, EMPLOYEES, AGENTS, ATTORNEYS AND REPRESENTATIVES (EACH AN
"INDEMNITEE") FOR, FROM, AND AGAINST ALL CLAIMS, DAMAGES, LOSSES, LIABILITIES,
COSTS, AND EXPENSES (INCLUDING, WITHOUT LIMITATION, COSTS AND EXPENSES OF
LITIGATION AND REASONABLE ATTORNEYS` FEES) ARISING FROM ANY CLAIM OR DEMAND
IN RESPECT OF THIS AGREEMENT AND THE OTHER LOAN DOCUMENTS, THE MORTGAGED
PROPERTY, OR THE TRANSACTIONS DESCRIBED IN THIS AGREEMENT AND THE OTHER
LOAN DOCUMENTS AND ARISING AT ANY TIME, WHETHER BEFORE OR AFTER PAYMENT
AND PERFORMANCE OF ALL OBLIGATIONS UNDER THIS AGREEMENT AND THEOTHER
LOAN DOCUMENTS IN FULL, EXCEPTING ANY SUCH MATTERS ARISING SOLELY FROM THE
GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF CFC OR ANY INDEMNITEE INCLUDING
WITHOUT LIMITATION ANY DETERMINATION MADE OR OTHER ACTION TAKEN BY CFC
PURSUANT TO SECTIONS 3.04, 3.05 and 3.06 OF THIS AGREEMENT. NOTWITHSTANDING
ANYTHING TO THE CONTRARY CONTAINED IN SECTION 8.10 HEREOF, THE OBLIGATIONS
IMPOSED UPON THE BORROWER BY THIS SECTION SHALL SURVIVE THE REPAYMENT OF
THE NOTE, THE TERMINATION OF THIS AGREEMENT AND THE TERMINATION OR RELEASE
OF THE LIEN OF THE MORTGAGE.

Section 8.09 Complete Agreement. This Agreement, together with the schedules to this
Agreement, the Note and the other Loan Documents, and the other agreements and matters referred
to herein or by their terms referring hereto, is intended by the parties as a final expression of their
agreement and is intended as a complete statement of the terms and conditions of their agreement.
In the event of any conflict in the terms and provisions of this Agreement and any other Loan
Documents, the terms and provisions of this Agreement shall control.
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Section 8.10 Survival; Successors and Assigns. All covenants, agreements,
representations and warranties of the Borrower which are contained in this Agreement shall survive
the execution and delivery to CFC of the Loan Documents and the making of the Loan hereunder
and shall continue in full force and effect until all of the obligations under the Loan Documents have
been paid in full. All covenants, agreements, representations and. warranties of the BorrOwer which
are contained in this Agreement shall inure to the benefit of the successors and assigns of CFC. The
Borrower shall not have the right to assign its rights or obligations under this Agreement without the
prior written consent of CFC, except as provided in Section 5.02.A hereof.

SectioN 8.11 Use of Terms. The use of the singular herein shall also refer to the plural, and
view versa.

Section 8.12 Headings. The headings and sub-headings contained in this Agreement are
intendedto be used for convenience only and do not constitute part of this Agreement.

Section 8.13 Severability. If any term provision or condition, or any part thereof, of this

uneNforceable by any governmental agency or court of competent jurisdiction, such invalidity or
unenforceability shall not affect the remainder of such term, provision or condition nor any other term,
provision or condition. and this Agreement, the Note and the other Loan Documents shall survive and
be construed as if such invalid or unenforceable term, provision or condition had not been contained
therein.

Agreement the Note or the other LoanDocuments shall for any reason be found or held invalid or

Section 8.14 Binding Effect. This Agreement shall become effective when it shall have
been executed by both the Borrower and CFC and thereafter shall be binding upon and inure to the
benefit of the Borrower and CFC and their respective successors and assigns.

Section 8.15 Counterparts. This Agreement may be executed in one or more counterparts,
each of which will be deemed an original and all of which together will constitute one and the same
document. Signature pages may be detached from the counterparts and attached to a single copy of
this Agreement to physically form one document.

Section 8.16 Disclosure. This Agreement and any other Loan Document may be shared
by CFC with such Persons as shall be required in order to facilitate the issuance of the CREBs,
including, butnot limited to, its attorneys, underwriters and investors inthe CREBs.

Section 8.17 Schedule1. Schedule 1 attached hereto is an integral part of this Agreement.

I
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LOAN NUMBER AMOUNT

A2014-A-9051 -CB001 $840,000.00 I
t

SCHEDULE 1

The purpose of this loan is to finance (i) the reimbursement of the cost of the Project of the
Borrower, including any reasonable costs and expenses incurred by the Borrower in
connection with financing the Project, as described and permitted by the terms of the Project
Agreement and (ii) a portion of CFC's costs in issuing the CREBS as set forth in Section
3.02.A.

The Project of the Borrower being financed by the Loan (funded by proceeds of the CREBs)
constitutes the following clean renewable energy facilities:

Willcox Unified School District PhotovoltaicSolarAutomobile Parking Shade Structure

This project will place photovoltaic modules costing $280,000 each, that will produce 23 kW
of electricity in the shade structures in the three Willcox Unified School District schools. The
PV structure will provide electricity to the respective school with excess power flowing to the
Borrower's system.

3. Subject to the terms of this Agreement, CFC has agreed to loan to the Borrower from
proceeds of the CREBs, an amount not to exceed $840,000.00 (the "CFC Commitment").

Draw Period shall mean the period beginning on the Closing Date and ending on the date that
is five (5) years thereafter.

The Borrower shall not purchase the LCTCs or any portion thereof with funds from the Loan.
The Borrower shall use its own funds or funds borrowed under another credit facility to
purchase such LCTCs, subject to the CFC policies regarding LCTCs set forth in the following
paragraph.

CFC Policies Regarding LCTCs: (i) Any solvent Member of CFC with an outstanding LCTC
purchased in connection with a loan from the proceeds of Securities may borrow the
outstanding amount of the LCTC from CFC without a further credit review, for a term equal to
or shorter than the maturity of the LCTC at a rate equal to the comparable rate charged by
CFC for similarly classified loans; and (ii) any Member of CFC with an outstanding LCTC
purchased in connection with a loan from the proceeds of Securities may sell such LCTC to
another Member of CFC for consideration.

The Mortgage shall mean the Restated Mortgage and Security Agreement, dated as of
December 6, 2007, between the Borrower and CFC, as it may have been supplemented,
amended. consolidated. or restated from time to time.

The Note executed pursuant hereto is as follows:

The Subsidiaries of the Borrower referred to in Section 2.01.B. are: None

The date of the Borrower's balance sheet referred to in Section 2.01.H is June 39. 2006

CFC LOANAG
AZG14-A-9051-CB001 (JABLONJ)
117815-2
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10.

11.

12.

The Borrower's exact legal name is: Sulphur Springs Valley ElectriC Cooperative, Inc.

The Borrower's organizational type is: Corporation

The Borrower is organized under the laws of the state of: Arizona

13. The Borrower's organizational identification number is: 0038220-2

14. The place of business or, if more than one, the chief executive office of the Borrower referred
to in Section 2.01 .I is 311 East Wilcox, Sierra vista, Arizona 85835.

15. The Governmental Authority referred to in Section
Commission

2.01.J. is: Arizona Corporation

16. The address for notices to the Borrower referred to in Section 8.01 is 311 East Vwlcox,
Sierra Vista, Arizona 85635, Attention: General Manager, Fax: (520) 384-5223.

I
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Exhibit A - Funds Requisition Statement

Borrower Name & ID: Sulphur Springs Valley Electric Cooperative, Inc. (AZ014)
Loan Number: AZ014-A-9D51~CB001
Loan Agreement and Project Agreement with CFC dated:
CREBS Series: 2008A
CFC CREBS Application #: 21
NaMe of Project: Willcox Unified School District Photovoltaic Solar Automobile Parking

Shade Structure
Funds Requisition Statement No.:

Amount Requested:
Date Of Advance:

Disposition of Funds (wiring instructions):

Certification

Acting on behalf of the Borrower, I hereby certify that as of the date below: (1) I am duly
authorized to make this certification and to request funds on the terms specified herein,
(2) the Borrower has met all of the conditions contained in the Loan Agreement and the
Project Agreement listed above governing the terms of this Advance that the Borrower is
required to meet prior to an Advance of funds, (3) all of the representations and warranties
contained in said Loan Agreement and Project Agreement are true and will continue to be
true upon use of the funds as hereby requested, (4) no Event of Default, under the Loan
Agreement or the Borrower's Mortgage, has occurred and is continuing, (5) I know of no
other event that has occurred which, with the lapse of time and/or notification to CFC of such
event, or after giving effect to this Advance. would become an Event of Default under the
Loan Agreement or the Borrower's Mortgage, (6) the funds requested herein will be used
only as a reimbursement for the purposes specified in the Loan Agreement and the Project
Agreement, (7) the costs to be reimbursed by the funds requested herein are capital
expenditures and have not previously been reimbursed under a previous Funds Requisition
Statement, (8) the Borrower has secured sufficient funds to complete the Project, (g) any
necessary permits and approvals required for the Project at this point have been obtained,
(10) the Borrower is maintaining a tile containing true and correct copies of invoices or bills
of sale covering all items for which payment is sought by this request, (11) such costs have
been incurred and paid by the Borrower in connection with the Project, (12) the Borrower is
not using the funds requested hereby to make any payments of principal or interest due
under the Loan Agreement, (13) no expenditure which is being reimbursed by the funds
requested hereby was paid more than eighteen months after the later of (i) the date the
expenditure is paid or (ii) the date the Project is placed in service, but in no event later than
three years after the date the original expenditure was paid, and (14) set forth below is a
table listing all of the major components of the Project, how much is being requested in this
Funds Requisition Statement as an advance for certain components, how much has been

CFC LOANAG
Az014-A~9051 -C8001 (JABLONJ)
117815-2
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advanced on each component to date, the percentage of each component that is completed
to date, and the purpose of the advance(s) being requested by this Funds Requisition
Statement.

I hereby authorize CFC, for and on behalf of the Borrower, to forward this Funds Requisition
Statement to the Trustee for disbursement of the Advance from the Project Account relating
to the above Loan to the Borrower on the following terms, and hereby acknowledge and
agree that such terms shall be binding upon Borrower under the provisions of the Loan
Agreement governing this Advance:

Certified By

Signature Date Title of Authorized Officer

PLEASE FAX TO 703-709-6776 ATTN Associate Vice President

APPROVED

NATIONAL RURAL UTILITIES COOPERATIVE FINANCE CORPORATION

By
Title
Date

CFC LOANAG
AZ014-A-9051 -CB001 (JABLONJ )
117615-2
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EXHIBIT B

BRING-DOWN CERTIFICATE
OF

BORROWER

T h e  u n d e r s i g n e d , ,  d u l y  q u a l i f i e d  o f f i c e r s  o f  S U L P H U R  S P R I N G S
V A LLE Y  E LE C T R I C  C O O P E R A T I V E ,  I N C .  ( t he  "B o r row er " ) ,  an  A r i zona  co rpo ra t i on ,  he reby  ce r t i f y
as fo l lows:

1 . T h e  f o l l o w i n g  d o c u m e n t s  h a v e  b e e n  d u l y  e x e c u t e d ,  a n d  d e l i v e re d  o r  a c c e p t e d  i n  t h e
name and on behal f  o f  t he Borrower by the author i zed o f f i cer  or  o f f i cers  o f  t he Borrower pursuant  t o ,
and in  fu l l  compl iance w i th ,  author i t y  granted by the Board of  Trustees/D i rectors of  the Borrower

DOCUMENT DATE OTHER PARTY OR PARTIES

Loan Agreement  ( t he
"Agreem ent " )

I too_ Nat ional  Rural  Ut i l i t i es Cooperat i ve
F inance  Corpora t i on ( " C F C " )

Project  Agreement  ( the "Pro jec t
Agreem en t " )

.  200_

Note ( the "No t e" ) t 2 0 0

2. Each  o f  t he  represen t a t i ons  and  warran t i es  o f  t he  Bor rower  i n  t he  Loan Agreement  and
the Pro ject  Agreement  are t rue and correct  on and as of  t he date hereof  ( the "C los ing Date" ) , and the
Borrower  has compl i ed  w i t h  a l l  agreements  and sa t i s f i ed  a l l  cond i t i ons  on  i t s  par t  t o  be  observed or
sat isf ied thereunder at  or pr ior to the Closing Date.

In  WITNESS WHEREOF,  the unders igned have hereunto set  t he i r  s ignatures th i s
2008 .

day  o f
l

S U L P H U R  S P R I N G S  V A L L E Y  E L E C T R I C
C O O P E R A T I V E ,  I N C .

B y
Ti t le :

B y
Ti t l e '

CFC LOANAG
A2014-A-9051-CB001 (JABLONJ )
117615-2



ll

1

4,

EXHIBIT G

COMPLETION CERTIFICATE
OF

BORROWER

P u r s u a n t  t o  t h e  L o a n  A g r e e m e n t  d a t e d  a s  o f b y  a n d  b e t w e e n  S U L P H U R
S P R I N G S  V A L L E Y  E L E C T R I C  C O O P E R A T I V E ,  I N C .  ( t h e  " B o r ro w e r " )  a n d  N a t i o n a l  R u ra l  U t i l i t i e s
C oopera t i ve  F i nance  C orpo ra t i on  ( "C FC " )  re l a t i ng  t o  C FC  Loan  N um ber  AZ014-A -9051-C B001  ( t he
" L o a n  A g r e e m e n t " ) ,  t h e  u n d e r s i g n e d , ,  d u l y  q u a l i f i e d  o f f i c e r  o f  t h e
Borrower,  hereby cert i f ies as fo l lows:

(i) On [date of completion] all portions of the Project (as defined in the Loan
Agreement) have been fully completed substantially in accordance with any plans and
specifications therefore, as then amended, and

(ii) Amount advanced on the Loan (as defined in the Loan Agreement) and the
use of the property financed, refinanced or reimbursed therefrom will not cause any of the
representations or certifications contained in the Project Agreement (as defined in the Loan
Agreement) to be untrue or result in a violation of any covenant in the Project Agreement.

4
In WITNESS WHEREGF, the undersigned have hereunto set his/her signature this

20 u
day of

r

S U L P H U R  S P R I N G S  V A L L E Y  E L E C T R I C
C O O P E R A T I V E ,  I N C .

B y
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EXHIBIT D

TERMINATION CERTIFICATE
OF

BORROWER

P u r s u a n t  t o  t h e  L o a n  A g r e e m e n t  d a t e d  a s  o f b y  a n d  b e t w e e n  S U L P H U R
S P R I N G S  V A LLE Y  E LE C T R I C  C O O P E R A T I V E ,  I N C .  ( t he  "B 0 I T 0W e l * ' )  and  N a t i ona l  R u ra l  u t i l i t i e s
Coopera t i ve  F i nance  Corpora t i on  ( "CFC")  re l a t i ng  t o  CFC Loan  Num ber  AZ014-A-9051  -CB001  ( t he
" L o a n  A g r e e m e n t " ) ,  t h e  u n d e r s i g n e d , ,  d u l y  q u a l i f i e d  o f f i c e r  o f  t h e
Borrower,  hereby cert i f ies as fo l lows:

( i ) a l l  po r t i ons  o f  t he  P ro j ec t  (as  de f i ned  i n  t he  Loan  Agreem en t )  have  no t  been
fu l l y  completed substant ia l l y  in  accordance wi th any p lans and speci f i cat ions therefor,  as then
a m e n d e d ,

(i i ) no fur ther acquis i t i on,  const ruct ion or  i nsta l l a t ion w i l l  occur w i th  respect  to  the
Pro ject  (as def ined in  the Loan Agreement ) ,  and

(i i i ) t he  B o r row er  does  no t  i n t end  t o  reques t  any  f u r t he r  A dvances  (as  de f i ned  i n
the Loan Agreement )  on the Loan (as def i ned i n  t he Loan Agreement ) .

in  WITNESS WHEREOF,  the undersigned have hereunto set  h is/her s ignature th is
l  20 .

day  o f

S U L P H U R  S P R I N G S  V A L L E Y  E L E C T R I C
C O O P E R A T I V E ,  I N C .

B y
Titler


